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How Do You Choose a 
Gas Pressure Regulator ? 


There are several makes of gas pressure regulators on the market today, 
Often it becomes a problem for gas specialists and installers to choose from 
them. For your guidance, these points are suggested: 


@ Think twice before using or recommending the lowest priced 
devices. In a control accessory so vital as this, only the best 
and most dependable is the cheapest. 


if the manufacturer of the product you use makes regulators 
only, consider carefully his record of success, both as to year's 
in business and satisfaction in actual service. 


if the manufacturer makes regulators and also other products 
used in the gas appliance field, investigate his reputation for 
these other products also. 


On any of these P pony you can't go wrong on the 
selection of Barber Gas Pressure Regulators. For about 
a third of a century, Barber's name on any product in the 
gas appliance field has been a sure symbol of reliability. 
Not only on regulators, but on conversion burners, and 
numberless other burners fully adapted to the needs of 
hundreds of appli for all h Id, cial, and 
industrial purposes—the Barber trademark amounts to the 
signature of an expert. You can — on it—unconditionally. 
Buy Barber and you buy the best 





Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 


Sizes YY" up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


i ee 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Pusuic Utiuitigs FoRTNIGHTLY . . 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; 
it is not under the editorial su i- 
sion of, nor does it bear the se- 
ment of, any organization or associa- 
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but today 


--. business and government 


need the Printing Calculator 


The plain fact is that for peak performance figuring 
in these critical times, business and government 
just can’t do without the Printing Calculator. You 
see, the Printing Calculator boosts production 
with Touch Method Operation on the 10 Key Key- 
board, and with proof—printed on the tape— 

of every step of every problem you do. This 
printed proof of accuracy is your biggest 
guarantee of top speed figure production. 


And the Printing Calculator also gives 
you automatic division, direct multi- 
plication ...and combines these features 
with lightning fast addition and 
subtraction in one machine. Double 
duty for double value! 








Business Machines and Supplies Division 
Room 2692, 315 Fourth Avenue, New York 10 


Please send me without obligation FREE informative brochure 


NAME_ TITLE 
COMPANY 
ADDRESS. 
CITY. 
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N” long ago, one of the New York 
newspapers wrote a nostalgic little 
editorial about the “vanishing buffalo”— 
meaning the lost purchasing power of the 
nickel. It included a list of the many fine, 
worthwhile things which a nickel could 
buy before World War I—assuming that 
the purchase was made under modest 
marketing conditions. The list included : 


1 sandwich (ham or sausage ) 
1 crab cake 

1 ice cream soda 

1 piece of pie 

1 streetcar ride 

1 large writing tablet 

1 small watermelon 

1 large bar of soap 

1 loaf of bread 

1 quart of milk 

1 glass of beer (12 ounces ) 
1 good cigar 

1 moving picture show 

1 Sunday paper 


THE reader could doubtless supply 
many other items from his own memory, 
as an adult or child, of that era. We 
fondly recall when we could get a poor 
grade of baseball from a notion store, 
known as the “Nickel Rocket.” For an- 
other nickel we could get a cheap, flimsy 
baseball bat. Then, the gang on our block 
would be all set up for a ball game, with- 
out more ado or further investment, until 
some kid knocked the ball through a 
window or down a sewer. 


SomE old-timers even profess to recall 
when an infinitesimal amount of ques- 
tionable spirits could be obtained, for a 
nickel, from even more questionable hos- 
telries in Chicago, New York, and other 
big cities around the turn of the century. 
Clothing items would include cheap socks 
and ties, canvass gloves, celluloid collars, 
and even a boy’s cap of some sort. 


§ pore this list of things which 
could once be bought for five cents 
has gone the way of the horsecar and 
sideburns. But one item in the foregoing 
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GRAEME REID 


list is worthy of some comparative study 
by those interested in public utility eco- 
nomics. That is the once controversial 
5-cent fare for a streetcar ride. It has 
been nearly three years now since the 
nickel fare made its last stand in New 
York city, years after it had become ob- 
solescent in about every other city of any 
size (except for some bus operations, un- 
der protest, in New Jersey). 


_. the significant basis for compari- 
son of streetcar fares with the other 
commodities in the nickel list is this : The 
streetcar riders are today getting, mile 
for mile, as much value, and in many 
places more value, for their money under 
today’s transit fares, than they got under 
the old nickel setup a half-century ago. 
This leaves out of the question, the vastly 
superior and expensive equipment which 
he uses in modern service. 


WHEN we pay 15 cents for a loaf of 
bread today, we do not get a loaf which 
is three times heavier or better. By and 
large, it is about the same loaf of bread 
we used to get for a nickel, years ago. 
But the streetcar ride we get today for a 
dime or even 15 cents may be, conceiv- 
ably, three to four times longer in dis- 
tance! 
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@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 
modern plant of today. 
Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 





, your financing mae aitlumed te the times? 


up-to-date approach to the 
financial community—a com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Wituiam N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 


Ricuarp H. West, President 


Public Utilities Department 
Tom P, Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





PAGES WITH THE EDITORS (Continued) 


JOHN J. HASSETT 


THIS is an economic factor of the 
transit industry which is not generally 
appreciated—certainly not by the mass 
of transit riders. We must confess that 
until we read the thoughtful article which 
begins in this issue by GRAEME REID we 
had not thought of it ourselves. But it is 
a cogent argument for a zone fare or some 
other fare arrangement which will dis- 
tribute the operating costs of modern 
transit service more equitably among the 
different types of riders. 


NEaRLy all of our American cities have 
doubled or tripled, and some have even 
quadrupled, in size during the past half- 
century. New outlying suburbs have be- 
come established, mainly because transit 
lines were available (or could be made 
available by constant extension). But for 
some reason or other the same fare was 
supposed to be charged, no matter how 
far afield the facilities had to be stretched. 


RAEME REID, since 1947, has been 
(, a senior engineer with Ford, Ba- 
con & Davis, Inc., with headquarters in 
New York city. Prior to that time he had 
both industrial and regulatory experi- 
ence. Following his graduation as a civil 
engineer from Rensselaer Polytechnic 
Institute in 1926, he took courses in law, 
economics, accountancy, and business ad- 
ministration. He entered utility service 
as an engineer with the Public Service 
Electric & Gas Company of New Jersey 
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in 1926. He was traffic engineer for Pub- 
lic Service Codrdinated Transport from 
1931 to 1936, when he shifted to the 
regulatory field as engineer in charge of 
the transportation division of the public 
utility commission of New Jersey. He left 
the commission’s staff in 1940 for pri- 
vat. consulting practice, and during 
W orld War II was a Commander in the 
‘..vil Engineer Corps, U. S. Navy. 


The moon belongs to everyone, 

The sunlight and the deep blue sea, 

The breezes that blow, the rain, and 
the snow 

The best things in life are free. 


WHo doesn’t recall the lilting song 
which expressed the bounty of nature as 
distinguished from those shoddy assets 
which mortal man barters for filthy lucre? 
It’s a nice poetic thought. But it may not 
remain very accurate if some of the im- 
aginative statisticians planning Federal 
project construction have their way in 
determining the monetary benefits of rec- 
reation. It goes without saying that many 
of these Federal dams and other projects 
have resulted in lakes, waterways, high- 
ways, and other playgrounds for the en- 
joyment of the citizenry. Contrariwise, 
some wild life and their sanctuaries have 
suffered considerably. But whatever the 
result, it is interesting to note that there 
may be a price tag on it as far as funds 
returned to the Federal Treasury are con- 
cerned. 


* * * * 


J OHN J. Hassett, formerly of the edi- 

torial staff of this magazine, has in- 
vestigated this interesting but little- 
known area of value appraisals. His arti- 
cle, entitled “Do We Need a National 
Recreation Policy?” beginning on page 
156 is the result. Mr. Hassett was born 
in Washington, D. C., and is a graduate 
of Georgetown University. He is now 
editor of a construction business publica- 
tion and also engages in free-lance 
writing. 


THE next number of this magazine 
will be out February 15th. 


Tae Colitgue- 
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Gay Nineties Review 


of your consumers’ usage situation in a short 
time. 


HIS old print shows a young woman op- 

erating one of the electric computing ma- 
chines during the U. S. Census in 1890. 
Each time she depressed a key on the table, 
the impulse would be registered on one of the 
corresponding dials on the board in front of 
her. This cumbersome machine, no doubt, 
saved many hours and dollars for Uncle Sam. 
Great strides have been made in counting ma- 
chines since the Gay Nineties. 


For the utility field, for example, there is this 
ingenious computer—the Bill Frequency Ana- 
lyzer. It can help give you an accurate picture 


The Bill Frequency Analyzer classifies as many 
as 200,000 bills in a single day. It can save 
you approximately 1% the cost of having the 
work done in your own offices. 


Why not find out more about this remarkable 
service? 


Send for FREE booklet 


“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 
method of compiling consumers’ usage data. 
Why not send for it now? 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


LABOR UNIONS LOOK AT PUBLIC OWNERSHIP 


For some time now—over a period of about two years—labor unions in 
the utility field have been showing uneasiness over trends in government 
policies likely to result in the socialization of utility service. This reaction 
has been in notable contrast with the top-level thinking of national leader- 
ship in our two large American union organizations. Larston D. Farrar, 
Washington author of business articles, has analyzed this growing dis- 
parity and progress of utility labor leaders’ thinking along lines critical 
of public ownership. 


ZONE FARES FOR PASSENGER TRANSIT. PART II. 


The second instalment of this 2-part series deals with desirability of the 
zone fare system. The article, which begins in the current issue, deals with 
a discussion of transit passenger fare trends which leads to the conclusion 
that management might well undertake surveys with a view to establish- 
ing zone fare systems. Graeme Reid, well-known transit engineer, shows 
why modern equitable transit fares ought to reflect the length of the ride 
and the cost of service rendered. 


CIVIL DEFENSE BEGINS AT HOME 


A description of steps being taken in one state to cope with the threat 
of wartime destruction to community life, including utility service. C. E. 
Wright, a Florida writer, has studied the pattern of current developments 
in that state which will probably proceed parallel to progress in other 
regions. This is one of several articles on local civil defense—the first 
of which (on New York state) was published in our November 23, 1950, issue. 


THOUGHTS ON DEPRECIATION ACCOUNTING 


Two well-known authors on public utility accounting, Bernard S. Rodey 
and J. Rhoads Foster, give us the benefit of their joint thinking in the compli- 
cated field of depreciation. Current practices, as well as regulatory theory, 
are analyzed and discussed in simple, understandable language, giving 
attention to some of the special problems encountered by public utilities 
under regulation. 


* 


A | SO .. «. Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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The action of the Federal Com- 
munications Commission puts a new 
responsibility on all owners and 
operators of two-way radio, whether 
taxi, utility, or public protection 
agency. Nothing should be left undone 


x that can help insure vital communi- 


cations by mobile radio in case of disaster. 


Any mobile radio not yet equipped with 

a Leece-Neville Alternator should be 
brought up to date by installation of the 
AC-DC Alternator System. This dependable 
power supply delivers 25 to 35 amperes 
idling and insures against breakdown of 
radio or vehicle due to battery failure. 


For all the facts, write 
The Leece-Neville Co., Cleveland 14, O. 
Pioneer and STILL Quality Leader 


FPCE- 
ijeville 
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“There never 


Arno H, JoHNsSON 
Vice president and research direc- 
tor, J. Walter Thompson 
Company. 


FELIX Morey 
Business editor. 


REVEREND PETER MARSHALL 
Late Chaplain of U.S, Senate. 


Ropert A. TAFT 
U. S. Senator from Ohio. 


Georce E. SoKOLSKY 
Columnist. 


Harvey L. Lutz 
Tax consultant, National Associa- 
tion of Manufacturers. 


EpitortiAL STATEMENT 
Chicago Journal of Commerce. 


PAuL V. SHIELDS 
Chairman, Curtiss-Wright 
Corporaticn. 


FrRANcIS ADAMS TRUSLOW 
President, New York Curb 
Exchange. 
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was in the world two opinions alike.” 


—MOoNTAIGNE 





“It is often overlooked that government finances depend 
entirely on the earnings of individuals and the profits of 
business enterprise.” 


> 


“What many people do not seem to realize is that the 
so-called welfare state is today trying to assume functions 
that are not properly political.” 


~ 


“Give us clear vision that we may know where to stand 
and what to stand for, because unless we stand for some- 
thing, we shall fall for anything.” 


> 


“T am proud of the fact that American union workers 
are independent enough to vote their convictions no mat- 
ter how much pressure is put upon them.” 


> 


“Peoples do not disappear. Only politics dies. Empires, 
statesmen, wars wind their tiresome way through history, 
but the soil remains and the people remain.” 


* 


“Deficit financing means more dollars in our pocket 


than goods on the counter. This soon means goods 
‘under the counter’ and eventually a higher price level.” 


* 


“When the time comes for an American austerity pro- 
gram, it should not begin in the homes of millions of 
humble citizens. It should begin on Capitol Hill and in 
the White House.” 

* 


“Most failures in business are because people and com- 
panies stray from their objectives. Something like a 
5-year plan is needed for the best qualities and abilities 
of an organization to be realized.” . 


> 


“Between us and peace and freedom are arrayed our. 
physical, economic, and ideological enemies—Russia, in- 
flation, and Socialism. It will take great courage, enor- 
mous sacrifice, and consummate wisdom to win through 
to peace and still be free.” 


12 
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this “pipe organ” 
plays a 


POWERFUL 


tune for you! 


This picture shows the “works” of 
a modern boiler attached to a 
huge power generator that turns 
out electricity from coal to the 
tune of 150,000 kilowatts—enough 
to operate 800,000 washing ma- 
chines simultaneously! 

In these 12 miles of pipe, rising 
10 stories above the ground, water 
is turned into super-heated steam 
by burning coal. The steam runs 
turbine-driven generators which 
produce electricity for home, farm 
and factory. 

More than half of America’s 
electricity is generated from coal. 
This past year more than 90 mil- 
lion tons of coal went into making 
that electricity. That adds up to 
nearly one-fifth of the entire mine 
output of bituminous coal in 1950. 

America is fortunate in having 
all the coal it needs to make all 
the electricity it wants. It is 
doubly fortunate in having an in- 
dustry that can produce that coal 
in volume—efficiently and eco- 
nomically. 

The American coal industry is 
made up of thousands of inde- 
pendent mine operators. In recent 
years, these progressive operators 
have invested hundreds of millions 
of dollars in new mine properties 
and mechanized equipment, in 
coal preparation plants and re- 
search—to bring all coal custom- 
ers an increasingly better prod- 
uct for more economical utiliza- 
tion. 

Today, no industry in America 
is better prepared than coal to 
meet the ever-increasing demands 
of both civilian and national de- 
fense production. 


Granted a continuing supply of 
necessary equipment, transporta- 
tion and trained man power, 
America’s independently owned 
and operated coal mines will pro- 
duce all the coal that’s needed to 
continue to power the nation’s 
progress, in peace or war. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A Derartment of NaTionat Coat Association 
WASHINGTON, DB. C. 
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DorotHy THOMPSON 
Columnist. 


Pau. G. HorFMAN 
Former ECA Administrator. 


WILLIAM RANDOLPH HEARST 
Publisher. 


James K, KNupson 
Defense Transportation 
Administrator. 


RALPH HENDERSHOT 
Financial editor, New York 
World Telegram. 


RAYMOND MOLEY 
Columnist. 


EpiroriAL STATEMENT 
New York Journal American. 


Avsert A. CREE 
President, Central Vermont Public 
Service Corporation. 


EucENE HoLMAN 
President, Standard Oil Company 
of New Jersey. 
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“The rdle that emotion plays in contemporary history 
can hardly be exaggerated.” 


* 


“You cannot compromise with forces of evil. Appease- 
ment is just surrender on the instalment plan.” 


* 


“American individualism . . . means the conduct of 
American enterprise by men of experience and proved 
competence.” 


> 


“Our transport system faces critical days ahead, Only 
by full utilization of all forms of carriers can shipping 
demands be met. Make every piece of equipment count.” 


a 


“Two world wars brought Socialism to Great Britain 
because they exhausted that nation economically. Three 
world wars might bring it to the United States for the 
same reason.” 


* 


“Tt is characteristic of the bureaucratic mind that in an 
emergency it always thinks of ways to prevent people 
from doing the wrong things instead of trying to help 
them do the right things.” 


> 


“. . . the New Deal—like the British Socialists—is put- 
ting ‘controls’ upon America under cover of the rearma- 
ment program. So here we have the liberty-destroying 
‘welfare state’ in an earlier phase of evolution.” 


> 


“We wish to pay particular tribute to our linemen and 
other employees of all grades who worked hard, faith- 
fully, and effectively for unbelievably long hours, under 
very difficult and uncomfortable conditions, on the service 
restoration task [during the recent violent wind and rain 
storm]. The spirit, will, and endurance which they dis- 
played established, in our opinion, new high standards in 
an industry whose employees have always been motivated 
by traditions of the proudest character.” 


~ 


“I believe that, first of all, we must have industrial and 
financial strength and high levels of world production 
and trade. It would retard us in attaining these things, 
it seems to me, if we were to have any fear of competition 
in business, Any such fear would certainly run contrary 
to our tremendous technical achievements and to the 
record of competitive endeavor. I feel, too, that in these 
critical times no individual group should seek to gain 
special ends of its own if, by such action, our joint attempt 
to assure a peaceful world is weakened.” 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


® * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 





70 PINE STREET, NEW YORK &5, NEW YORK 
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RIVERBEND 
STEAM STATION 


DUKE POWER COMPANY 
































The C-E Unit illustrated here, one of two duplicates, is now in 
process of fabrication for the Riverbend Steam Station of the Duke 
Power Company near Mt. Holly, North Carolina. 


Each of these units is designed to serve a 100,000/110,000 kw 
turbine generator operating at an initial steam pressure of 1250 psi 
at 950 F. reheated to 950 F. 


The units are of the radiant type with a reheater section located 
between the primary and secondary superheater surface. A finned 
tube economizer is located below the rear superheater section, and 
regenerative air heaters follow the economizer surface. 


The furnaces are fully water cooled, using closely spaced plain 
tubes throughout. They are of the basket-bottom type, discharging 
to sluicing ash hoppers. 


Pulverized coal firing is employed, using bowl mills and tilting, 
tangential burners. B-453A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16 








ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Bulletin G-57 illustrates and describes 
the design, construction, operating, and 
maintenance features of the Type E 
Pulverizer. Write: The Babock & Wil. 
cox Company, 85 Liberty Street, New 
York 6, New York. 











Recirculating Load — Uniform Performance 

Dries as It Grinds Regardless Saves 
Recirculation of fines within the Of Wear Unique 
mill gives repeated, quick-drying Balls and grinding rings well the Ty 
contact with large masses of together . . . assure uniform fie remark 
heated air and metal . . . produces ness regardless of attrition of th the pri 
proper fineness at all loads, even grinding elements . . . fineness only c 
with coal as wet as it can get. automatically increases at © to the 
Fines are classified in the mill. duced loads. traines 
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A big asset 


in Jy). 


The only accurate measure of pulverizer 
efficiency—and ultimate cost—is a func- 
tion of availability, plus combined mate- 
rials and labor maintenance per ton of 
product over long periods of continuous 


scribes 





Blows Clean Air— 
Saves Wear and Tear 


Unique in pressurized operation, 
the Type E Pulverizer requires 
remarkably little maintenance of 
the primary fan, because it blows 
only clean air . . . is not subject 
to the damaging abrasion of en- 
trained particles. 


n of the 


S at re 





operation. B&W recently surveyed a 
representative group of utilities, covering 
a wide geographical area and broad rarige 
of coals. More than 100 B&W Type E 
mills were reported in service from one 


One-Point Variable Fuel 
—Air Control 


Like the accelerator on your auto- 
mobile . . . assures proper coal- 
to-air mixture . . . produces de- 
sired rate of steam generation 
over a wide range with coal con- 
ditions suitable for sustained 
high combustion efficiency. 


Helping Industry Cut Steam Costs Since 1867 









power generation 


to ten years, and with aggregate product 


of 25 million tons: 





¢ Average Availability: 
¢ Average total mainte- 
nance cost per fon: 











96.5%, 


3.12 cents 








Ic will pay you to remember this outstand- 
ing—and typical—history of dependable, 
low-cost performance when considering 
your next pulverizer installation. 


Low Power 
Consumption 


Ball-and-ring grinding, anti- 
friction bearings, pressure 
lubrication, and automatic 
rejection of ungrindable ma- 
terials make possible high 
output with minimum power 
















Outstanding 
Performance 
Record 


Availability and main 
mance economy 

day’s most exacting requi 
ments are proved in o 
1300 Type E Pulverizer i 
stallations. 
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COMPARE THIS NEW ENGINEERED CONTROL... 








Check These Advantages 


ONE unit replaces ALL separate controls with their 
connections, no “assembly” costs. 


* a — Bo annoying clicks or hum to 
he 


100m, Sat Rie pring: 200% Fail-Safe Automatic Pilot. 
AGA listed. it-in Pressure Regulator; 100% Safety 
Shut Of. 

Compect size—37¢" x 514" x 514" permits wide lati- 
tude in styling. ne " 
Complete adaptability to manual, ic electric 
or automatic mechanical control. 











No longer need you assemble four or five different 
controls with their connections — requiring as many 
as fourteen joints! GasaPack users report that reduc- 
tion in assembly and inventory costs alone make 
Gasapack adoption worth while! 


The A-P Gasaracx — a modern control designed for 
modern furnaces and heaters —to provide the utmost 
in economy, accessibility, convenience and safety. All 
controls built into a compact, efficient, good-looking 
unit you will be proud to use on your heater! 


[a's modern Gasapack® 
combines all 5 necessary controls 
into one simple compact unit 


With Gasapacx, you have only One unit to install, One unit, which eliminates 





the usual pressure reg 1 or agm valve, A-cock, B-cock, 
and pilot filter, with their clutter of nipples, reducers and other fittings. 

Instead, you have a single ENGINEERED control - simple and economical to 
install, easy to operate, silent, efficient and comp ble. No wonder 
users say that it is the greatest advance in gas pam Ay in 1 twenty years! 

Gasapack’s completely silent operation; 100% safety features; its unique 
adaptability; the availability of simple thermostatic controls; its compactness— 
these are only a few of the reasons why Gasapack makes such a hit with 
manufacturers who require a modern control for modern furnaces and heaters. 

It will pay you to get the complete story on the Gasapack. Write for Bulle 
tin G-8 today. 





DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Autennette Products Company) 


2470 N. 32nd Street 





Milwaukee 45, Wi 


in Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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This horn of plenty 


has two ends 


\ 











From one end flow the marvels 

of applied science that help to make 
our American way of life so 
envied elsewhere—the “luxurious 
necessities” which public utilities 
services make it possible to 

enjoy. At the opposite end, another 
stream flows in—the millions of 
dollars continually needed to 
develop, strengthen, and expand 
these services. That’s the end where 
Guaranty Trust Company can help. 


This bank has had long experi- 
ence in public utilities financing. 
Our Public Utilities Division 
can furnish expert guidance on all 
financial aspects of this great 
and growing service field. In addi- 
tion, Guaranty Trust Company acts 
as registrar and transfer agent 

for public utilities securities, as 
Guar anty Trust oan of bond issues and pension 


trusts, and in other important related 


Company capacities. Our officers will be 


glad to discuss such matters with 
of N CW Yor k you at any time. 


Capital Funds $374,000,000 


140 Broadway Madison Ave. at 60th St. Fifth Ave. at 44th St. Rockefeller Plaza at 50th St. 
New York 15 New York 21 New York 18 New York 20 


London Paris Brussels 





Member Federal Deposit Insurance Corporation 
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CLEVELAND TRENCHERS 


...workhorses of the utilities 


CLEVELANDS do more work—and 
do more profitable work—because 
of higher digging capacity, because 
of fast truck-speed moves from 
job to job, because each machine 
fits more different kinds of jobs, 
and because less time is lost for 
maintenance. CLEVELANDS are 
ideally fitted to utility work by such 


features as power-shift reversible 
arc conveyors that place the dirt 
accurately for easy backfill and a 
compact design that places the 
trench edge as close as 17” to a side 
wall. Put these hard-hitting profit- 
making “workhorses” to work for 
you. Call your local distributor for 
details or write direct. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE 


CLEVELAND 17, OHIO 
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SEWAREN 


KEYNOTES EFFICIENCY 


RICHARDSON 


DENOTES COMPLIANCE 


Efficiency and simplicity keynoted the design 
and construction of Public Service Electric and 
Gas Company’s new, 450,000 kw. Sewaren 
Generating Station. To keep building and op- 
erating costs down, four semi-outdoor type 
boilers supply steam at 1050° F., the highest 
temperature to be utilized commercially. To 
keep tab on coal consumption, 12 self-testing, 
elongated type, Richardson Automatic Coal 
Scales were installed. 

An 1800-ton bunker supplies coal for each 
boiler. Four of the 12 Richardson Scales weigh 
and feed coal to three pulverizers, each of 
which is fed from either of two scales. When 
required, coal can be by-passed through a 
motor operated gate direct to the pulverizer 
or to a shuttle conveyor for delivery to adja- 
cent boilers. Dust-proof construction of scales 
withstands pressure equal to 40 inches of 
water, confines coal dust to scale housing, 





@ 5867 
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contributes substantially to cleanliness of the 
lant. 

For over 40 years Richardson Automatic 
Coal Scales have been helping central stations 
and industrials eliminate preventable coal 
waste and produce more power at less cost 
--.a good reason for calling on Richardson 
when you plan to modernize your present 
plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


Model K-39, for pressure tight (up to 60” of 
water), large capacity service—400-500 Ibs. 
per discharge—Bulletin No. 0250 
EE39, for dust tight, average service—200- 
300 Ibs. per discharge—Bulletin No. 0150 
Monorate, non-segregating coal distributor 
—Bulletin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 

Atlanta © Boston °* Buffalo °* Chicago 

Cincinnati © Detroit © Houston * Minneapolis 

New York © Omcha * Philadelphia © Pittsburgh 

Son Francisco * Wichita * Montreal © Torcnto 
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their fine engineering 
: to give very dependable 
of service for along time. 
B | They are built to last. 
THE MERCOID CORPORATION 





4201 BELMONT AVE. CHICAGO 41, ILL 
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what we really make is time}! 











Little blocks, say 2” x 4’’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


prearoaete a Building eS gp ¥* 





Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall wi 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of archit 
expression. 


PITTSBURGH, PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 


February 1, 195) 
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If photographs of all the plants engineered, designed and constructed by 
Esasco during the last half century were put in one album — more than 
one billion do of investment in new construction would be represented. 


But engineering, desigh and construction tell only part of the story. For 
in addition to these projects—a few of which are shown here—EsBasco 
specialists have hel management solve problems in many other phases 
of business and industry-—such as financing, business studies, insurance, 
systems and methods and industrial relations. 


Esasco’s team of engineers, constructors and business consultants has 

the experience and the knowledge to help you expand or modernize your 
plant—and help you keep your business operating efficiently. Moreover, 
they can do the whole job, or any part of it—from preliminary planning 
to “in service” operation — and do it anywhere in the world. 


Call on Exasco for the help you need. You’ll find its team of seasoned 
specialists will get your job done quickly and efficiently. 


Write for the booklet ‘‘The Inside Story of Outside Help”’ describing the many EBASCO services 
available to you. Ebasco Services Incorporated, Dept. W, Two Rector Street, New York 6, N. Y. 
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Insurance Sales & 

Site” pees A SERVICES 
Financial Purchasing Systems & 
industrial Methods 
Relations 


Rates & P RATED 
P Taxes IncCOeR ° 


EEipediting Research Traffic NEW YORK - CHICAGO + WASHINGTON, D.C. 
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CEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 





Leffel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. For 
this particular installation two identical Francis type turbines 


were produced. Each has a maximum rating of 28,250 hp., 
under 324 ft. net head, speed 277 r.p.m. 


Runner and shaft, assembled in the Leffel plant. Sections of cast steel spiral casing on assembly floor. 





Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 

maximum power at minimum cost. 89 years of ex- 

perience have demonstrated that long life and re- : 

liability are assured in every Leffel hydraulic turbine. Completely assembled turbine unit. 


SPRINGFIELD, OHIO, U.S.A. 
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KNOW-HOW 


We are available 24 hours a CONFIDENTIAL 


day, 7 days a week .. . because SERVICE 
1920 


we know that our ultimate test SINCE 
is achieving the highest stand- 
ards of quality within the limits 
of your deadline. 









Our specialized service to utility companies is to provide outstanding financial and corporate 
printing in one unit . . . from design through printing, binding and mailing . . . always with a 
keen appreciation of the type of work that represents the character and integrity of the client. 




















Prepare to pass power plant engineer 
license examinations this direct, easy way! 





ew is a revised and enlarged Second Edition of a standard book 
that offers you in clear, practical form, much information to help 
you pass power plant engineer license examinations. Simple, yet com- 
plete in every detail, it thoroughly explains advanced rules of stationary 
engineering—outlines the approved and tested methods of operating 


power plant equipment—and carefully points out the re- 
sponsibilities of the operating engineer relative to safe 
practices and efficient operation of power plants. At the 
end of each chapter you are given valuable lists of questions 
typical of those in engineer license examinations . . . the 
answers to which are contained in the chapter material. 
Here in a single volume is a complete home-study course 
in power plant engineering. 


Guides you on all phases of power plant equipment 
construction, operation, and maintenance. 


This book shows you how to control the combustion of fuels .. . 


how to put boilers in operation . . . properly inspect steam engines 
how valves function . . . and how to ae practical power plant 
problems without the use of advanced mathematics. e standard 


Practices to follow in manipulating the equipment comnede, to recog- 
nize unsatisfactory conditions, and to take the necessary corrective 
measures before dangerous, costly emergencies ie are also given. 
See for pet the practical value of this book. Engineers now in 
charge of power plants, large and small, will find the Seek a helpful 
reference on proper pene for efficient operation and maintenance 
of all usual power plant equipment. 











Just Out 


STEAM PLANT 
OPERATION 


By EVERETT B. WOODRUFF 
Maintenance Engineer, The Drackett Company; In- 
structor in Feedwater yy Combustion and 

Power Engineering, Ohio Mechanics Institute 

and HERBERT B. LAMMERS 
Chairman and Director of Engineering, Coal Producers 
Committee for Smoke Abatement’ Instructor in 
Mathematics and wants = a Ohio Mechanics 

nstitute 


Second Edition, 543 pages, 6 x 9, 
264 illustrations, $7.00 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








February 1, 1951 Public Utilities Fortnightly 


ON PASS 








UP AND OVER —the Champ delivers the goods 


How public utilities are saving money in coal handling 


America’s mightiest crawler, the International TD-24 
and bulldozer, handles big loads—as much as 10 
tons at a single pass—and handles them fast. You 
get more loads per shift at the lowest cost per ton. 
Only the TD-24 has the power and performance to 
set new coal-handling records with bulldozers or 
scrapers. Here’s why: 
More drawbar horsepower than any other 
crawler—148 maximum drawbar horsepower. 
Easy, all-weather starting—saves working 
minutes each day. 
Fastest crawler—eight speeds forward and eight 


reverse up to 7.8 m.p.h. with hydraulic shift up or 
down one gear without declutching. 

Planet Power Steering—gradual turns, pivot 
turns, turns with power on both tracks—hydrauli- 
cally controlled for easy handling and more pro- 
ductive work. 

See it yourself. Contact your International Indus- 
trial Distributor, and see for yourself what this 
tractor of tractors will do! 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


INTERNATIONAL fy POWER THAT PAYS 
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This photo shows Elliott teamyw 
at its best — three units vital to 4 
nomical power generation, grouped 
a single utility plant. In the same pla 
although not shown in the photo, 
also an Elliott surface Siolenas A 
an Elliott evaporator pre-heater. 


Wherever quality performance 

valued you are likely to find the Elli 
nameplate on a wide variety of maj 
power plant equipment. 


ELLIOTT COMPA 


Deaerator and Heater Dept. 
JEANNETTE, PA. 

Plants at: JEANNETTE, PA. * RIDGWAY, Fi 

AMPERE,N.J.* SPRINGFIELD,@ 
NEWARK, N. J. 

DISTRICT OFFICES I PRINCIPAL CITIE 
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1 Pennsyli tania Electric Association, Transmission and Distribution Committee, begins 
winter meeting, Pittsburgh, Pa., 1951 





Adequate Wiring Bureau will hold annual conference, Cincinnati, Ohio, Feb. 15, 16, 
1951. 








| Louisiana Telephone Association begins annual convention, Baton Rouge, La., 1951. 








Bl Tosi. Society for Testing Materials, Committee D-2, begins meeting, Washington, 
) 








First Annual Regional Telephone Seminar will be held, Baltimore, Md., February 16, 17, 
1951. 





{ Minnesota Telephone Association begins annual convention, St. Paul, Minn., @ 
1951. 





Canadian Electrical Association, General Division, Eastern Zone, will hold meeting, 
Quebec, Canada, Feb. 19-21, 1951. 





Missouri Valley Electric Association begins industrial and commercial sales conference, 
Kansas City, Mo., 1951 





Annual ~ eae conference on highway engineering will be held, Urbana, lil., Feb. 
20-22, 195 





rey ig pe of Civil Engineers will hold spring convention, Houston, Tex., Feb. 
21-24, 





q North Central Electrical Association will hold electrical industries convention, Minne- 
apolis, Minn., Feb. 25-28, 1951. 





4 Edison Electric Institute, Electrical Equipment Committee, begins mecting, Cleveland, 
Ohio, 1951 





American Transit Association, Region I, will hold mh a small operations, :) 
and maintenance meeting, Boston, Mass., Feb. 27, 1951. 








{ Chamber of Commerce of the United States begins regional marketing conference, 
Pittsburgh, Pa., 1951 
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Photo by Harold M. Lambert 
~~ _ Ed 
Winter Transit 
Scene at Market and Broad in Philadelphia 





Public 
Utilities 


FORTNIGHTLY © 


Vor. XLVII, No. 3 


Zone Fares f 


FEBRUARY I, 1951 


or Passenger 


Transit 


ParT I. The inadequacy of flat rate increases 


A discussion of transit passenger fares and fare 
structures, with some general observations which 
lead to the conclusion that managements might 


well undertake prompt su 


rveys of their properties 


and operations with a view to establishing zone 
fare systems which reflect the length of ride and the 
costs of service rendered. 


By GRAEME REID* 


RANSIT deals with people. It deals 

directly and usually twice daily 

with a major section of our pop- 
ulation, It has an indirect though not 
inconsiderable bearing on virtually all 
the people in the community which it 
serves, 


*For personal note, see “Pages with the 
Editors.” 
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The matter of fares is of par- 
ticular moment because it touches a 
tender spot in all our minds, our pock- 
etbooks, and more particularly be- 
cause every contact calls for a trans- 
action in cold hard cash. 

For this reason, the public, individ- 
ually and in groups, is overly sensitive 
to the subject of transit fares. This, 

FEB. 1, 1951 
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in turn, has made the industry over- greater benefit to the greater number 
sensitive. of persons. 
The industry tends to the theory that 

the less tinkering with this delicate Public Must Pay More for Service 
subject, the better. Thus the flat T= transit industry’s operating 
single fare has become sacred. It may income for 1948 was $43,739. 
be increased only as such, when neces- QQ and in 1949, reflecting sharply 
sary, thus having an equal effect on increased fares, came to only $63,- 
the entire community. The fear is that 665,000. This latter amount is very 
zone fares will completely upset the jittle better than 14 per cent on the 


apple cart, that such a proposal will industry’s investment of some $3.9 bil- 
bring out undue opposition from ad- Jjon. 


versely affected individuals and No business can long survive 
groups, from business and political as- with so small a return on invested 
sociations. capital. If this condition persists, re- 
The particular conditions affecting sulting receiverships will _ impair 
each property and each line must be credit, reduce both quantity and qual- 
studied and evaluated. It is fully ap- ity of service in descending spirals 
preciated that the arbitrary institution with obviously bad effects not only on 
of an ultimate zone fare system can- employment in the industry but also 
not be accomplished overnight. As a on community developments depend- 
practical matter, it may be better to ent on efficient transportation. 
build up a zone system by gradual The evidence is overwhelming that 
steps, starting on long lines, in outly- the public must pay more for its trans- 
ing sections, with minimum fare in- i+ service if it is to be kept up to 
crements and long overlaps. reasonable standards. By economic 
management, the industry has been 
iy is urged, however, that while this able to improve its service with rev- 
method may alleviate the pressure enues falling below cost. Outstanding 
of opposition it fails to accomplish savings have been the inauguration of 
the full advantages of the ultimate one-man operation, production line 
zone system to those who will bene- maintenance, higher speeds, and great- 
fit the most therefrom. In any case, it ly increased vehicle loads through in- 
is imperative to know, as accurately creased schedule efficiency and larger 
as possible, what will be the results vehicle capacity. Increasing traffic 
of establishing such zones, what and congestion is reducing schedule eff- 
how many persons or businesses may ciency. Vehicle sizes are such as to 
be adversely affected, those who will discourage any further enlargement. 
be benefited, and the probable results This leaves the only alternative of 
in terms of revenue and service. Any getting more money to pay for added 
action toward a zone system must be costs. 
preceded by adequate publicity point- © Three basic means of increasing 
ing out the advantages of the zone revenue from existing traffic present 
system and emphasizing the ultimate themselves. These are: (1) public 
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REVENUE IN CENTS PER PASSENGER MILE 








ZONE FARES FOR PASSENGER TRANSIT 


subsidy through reduced taxes, relief applied to short-, medium-, and long- 
from paving obligations direct con- haul riders. 

tribution out of public funds, or A conception of complete public 
both; (2) a flat fare increase per pas- support of transportation so that there 
senger; and (3) a reorganization of would be no direct charge for its use 
fare schedules in order that charges has been put forward from time to 
may be equitably adjusted to the value time. It may be argued that each of us 
received and to the cost of service as contributes a share of the entire cost 
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UNIT OF FARE IN CENTS 

















CHART NO. ! 


UNIT OF FARE IN RELATION TO 
LENGTH OF RIDE AND REVENUE PER PASSENGER MILE 
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of our public schools whether we use 
them or not; the use of our streets 
and highways is free however much or 
little we use them; our taxes support 
innumerable governmental activities 
which directly benefit only limited 
portions of the people but which may 
be of only the remotest, if any, ad- 
vantage to the general population who 
have a much greater stake and use for 
public transportation service than in 
many of the bureaucracies they are 
called upon to support by taxes. 

While the academic idea of “free” 
transportation may be impracticable, 
certainly some consideration may be 
given to greater public contribu- 
tion to the cost of transit facilities. 
In any case, it is no longer reasonable 
to impose special taxes on the transit 
industry which are a hang-over from 
the ancient concept of holding down 
the earnings of what at one time 
was capable of being a profitable 
business. 


Transit—A General Public Necessity 


M?’s transportation is not only a 
convenience but is in a large 
part a necessity to those who use it. 
However, in addition to this, it con- 
stitutes a major service to the general 
public and contributes to community 
growth which is dependent on it. Cur- 
rent expanding diversification and dis- 
tribution of city populations require 
continuance of adequate means of 
transportation. Congestion of street 
traffic, now a “No. 1” problem in 
most cities, would be intolerable but 
for the operation of vehicles capable 
of transporting large numbers of per- 
sons in a minimum of city space. 
Flat increases in fare do, within 
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reasonable limits, bring in more reve- 
nue. This is by far the simplest method 
of accomplishing that objective and 
the one resorted to most often. 
It may be that flat fares up to 10 
cents do not appreciably affect short 
riding, but when fares go above that 
level, this question should be carefully 
examined. Transit and labor (which 
is the biggest part of transit cost) can 
price themselves out of the market. 
When higher fares cause a sufficient 
loss of patronage, a downward spiral 
may be started, ending where no 
amount of increase in fare is sufficient 
to compensate for the resulting loss in 
passengers. 


Changing Concepts of Transit 
Fare Structure 


a was, at its inception, basi- 
cally a short-haul business. Its 
earlier and more prosperous days 
were when the average ride per pas- 
senger was probably not much more 
than a mile. On this basis, a 5-cent 
fare would still be more than enough. 
Few, if any, operations exist today 
which could not profitably operate on 
a revenue of 5 cents per passenger 
mile. The average ride per unit of 
fare today is probably, on most prop- 
erties of any substantial size, some- 
where between four and five miles, if 
not longer, Accordingly, a charge 
equivalent to the old 5-cent fare 
would be 20 to 25 cents before any 
allowance was made for increased 
costs or declining money values. 

Possible disadvantages of flat fare 
increases, depending on local condi- 
tions, are: 


1. Reduction in total number of 
riders. This means a reduction in 
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Transit’s Diminishing Return 
¢ a Somes transit industry's operating income for 1948 was $43,739,000 
and in 1949, reflecting sharply increased fares, came to only 
$63,665,000. This latter amount is very little better than 14 per cent on 
the industry's investment of some $3.9 billion. No business can long 
survive with so small a return on invested capital.” 





vehicle loads with attendant less 


efficient operation. A portion of this 
passenger loss may be met with some 
saving in service. Service reductions 


cannot, however, be made propor- 
tionate to passenger loss, and any re- 
duction in miles operated saves only 
the out-of-pocket cost. Plant, equip- 
ment, capital charges, executive and 
supervisory salaries, and, in fact, all 
fixed overhead expenditures may not 
be reduced by minor service cuts. 
Finally, reduction in service tends to 
further reduce patronage which in 
turn calls for a further reduction in 
service and starts a vicious downward 
spiral. 

2. Heaviest loss of patronage is in- 
variably in the shorter riding group. 
Many persons who will pay 5 cents for 
a one-mile ride will not pay 10 cents 
for that ride. Relatively few persons 
will pay 15 or 20 cents for a 1-mile 
ride however much they may dislike 
walking. Many who might pay 5 or 
10 cents to reach a preferred store or 
restaurant, or to make a social or 
business contact, will think twice be- 
fore paying double these amounts. 
The short rider is, or at least should 
be, the backbone of the business. A 
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single seat accommodating but one 
5-mile rider may be sufficient for five 
l-mile riders. The short rider is 
most likely to use the service during 
off-peak hours when there is ample 
capacity available. 

3. Loss of the short-haul rider 
means increasing the average length 
of the ride per passenger. The im- 
portance of this cannot be over- 
emphasized. Increasing the average 
length of ride per passenger sharply 
lowers the average fare per passenger 
mile. This is strikingly illustrated in 
Chart No. 1, page 137. From this 
chart it may be seen that for the very 
short 1-mile rider, the various units 
of fare constitute that same full 
amount in the fare per passenger mile. 
However, when the average ride is 
increased to 24 miles, the 5-cent 
fare is reduced to a rate of 2 cents 
per passenger mile and the 10-cent 
fare becomes only 4 cents per pas- 
senger mile. When the average pas- 
senger ride has reached 5 miles the 
5-cent fare affords a return of no 
more than 1 cent per passenger 
mile, the 10-cent fare but 2 cents 
per passenger mile, and even the 
20-cent fare no more than 4 cents 
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per passenger mile. The dotted line 
on this chart indicates what is prob- 
ably the minimum average length of 
ride for most properties, 4 miles, 
which requires a 10-cent fare in order 
to bring the fare per passenger mile 
to as much as 24 cents. 

4. The flat fare increase, while 
seemingly imposing an equal penalty 
on all riders, actually discriminates 
against the short rider when viewed 
in the light of the fare per passenger 
mile. For example, if a 10-cent flat 
fare is raised to a 15-cent flat fare, 
the fare per passenger mile for the 2- 
mile rider is raised from 5 cents to 
74 cents, an increase of 2} cents per 
mile; whereas, the fare per mile for 
the 5-mile rider is increased from 2 
to 3 cents or only 1 cent per mile. 
Thus, the 2-mile rider is penalized 
two and one-half times as much as the 
5-mile rider by this flat increase. 


Comparison of Fare Per Passenger 
Mile and Length of Average Ride 


A COMPARISON of fares, fare per 
passenger mile, and length of 
average passenger ride, is set up in dia- 
gram form on Chart No. II on 
page 141. In this diagram, the av- 
erage passenger ride is shown on 
the horizontal scale at the bottom, the 
unit of fare on the vertical scale at 
the left, and various rates of fare 
per passenger mile are indicated by 
the sloping lines, the amounts thereof 
being shown at the top and right-hand 
side. 

By following the vertical line from 
the figure “6” at the base of the chart, 
indicating an average passenger ride 
of 6 miles, to the sloping line that 
represents a rate of 24 cents per mile, 
and then proceeding from that point 
horizontally to the left-hand scale, 
there is found a required unit of fare 


of 15 cents. Similarly, an average ride 
of 8 miles at a 2}-cent rate requires 
a 20-cent fare; an average ride of only 
4 miles at the 24-cent rate requires a 
10-cent fare, 

Accordingly, from this chart, if we 
know the average length of ride and 
have some idea of the revenue per 
passenger mile required, we may 
readily find the unit of fare that must 
te charged for those conditions. The 
average length of ride, while varying 
widely on different lines and different 
properties, is fairly constant on any 
given line or property. 

Having the average length of ride 
and the total number of passengers 
carried, their product is the total num- 
ber of passenger miles which, divided 
into gross revenue, gives the revenue 
per passenger mile. On most proper- 
ties this will probably lie somewhere 
between 24 and 34 cents. With these 
two figures determined—that is, 
length of ride and fare per mile—the 
chart will show the amount of fare 
required per passenger. Conversely, 
if a certain fare has been determined, 
‘the chart then shows the maximum 
ride per passenger permissible under 
the same circumstances. 


. I ‘HE revenue per passenger mile 
required for profitable operation 


has been maintained fairly contant 
over the years due to advances in the 
art and more economical operating 
methods, The figure of revenue per 
passenger mile is primarily dependent 
on the riding characteristics of a line 
or property and these do not vary 
very greatly. Just how much the figure 
will be will differ for each property 
and for each line. 
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There are no general statistics 
available for a determination of an in- 
dustry-wide average figure. Actually, 
the managements of few properties 
have accurate knowledge of the riding 
characteristics on their various lines 
from which to ascertain their average 
ride per passenger. Without this fig- 


e 


ure the required revenue per pas- 
senger mile cannot be determined. 
From very general observations, the 
average ride per passenger, in most 
cases and on an over-all basis, is 
probably somewhat less than one-half 
of the one-way length of line. How- 
ever, this figure will differ greatly on 
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individual lines depending on the lo- 
cation of the ride and the basic type 
of service afforded, and is probably 
considerably longer in rush hours 
than during the off-peak period. 

It is possible, however, that a rev- 
enue per passenger mile of between 
24 and 34 cents would satisfy the 
needs of most properties. 


F, qameness a figure of 3 cents per 
passenger mile for profitable 
operation and reverting to Chart No. 
II, it is found that a 5-cent fare would 
be compensatory only when the aver- 
age passenger ride is considerably less 
than two miles. A 7}-cent fare will 
permit an average ride of only 24 
miles. 

An average 4-mile ride requires 
a fare of 12 cents, and an average 
5-mile ride calls for 15 cents. Accord- 
ingly, if we assume the fixed revenue 
required per passenger mile, the flat 
fare rate must be adjusted to the 
average length of ride, If 3 cents per 
passenger mile is required, and the 
average ride is much over 3 miles, 
flat fares must go above 10 cents. As 
the average ride per passenger on 
most properties of any substantial size 
is likely to be in excess of 4 miles, the 
reason for the current trend to fares 
of 10 cents and above is certainly 
obvious. 

For the reasons heretofore stated— 
that is loss of the short rider and 
lengthening of the average ride—it 
is believed that basic fares in excess 
of 10 cents, while perhaps a necessary 
expedient to tide over a peak cost 
period, do not offer a permanent and 
economically safe solution to the 
problem. 


Assuming this premise, the only 
alternative is to reduce the length 
of average ride per unit of fare to a 
figure that will give a reasonable rey- 
enue per passenger mile. A 10-cent 
fare calls for an average ride of less 
than 3 miles on a 34-cent per pas- 
senger mile basis; of 34 miles on a 
3-cent per passenger mile basis ; and of 
4 miles on a 24-cent per passenger mile 
basis. 

Methods of reducing the average 
passenger ride are: 


1. Stimulate more short riding. 

2. Shorten the routes. 

3. Shorten the permissible length 
of ride per unit of fare. 


SC Ban only effective method of 
stimulating short riding is by 
holding the fare low enough so that 
it does not constitute a serious mon- 
etary consideration to balance against 
the inconvenience of walking. The 
shortening of rides is not generally 
or politically practicable, though it is 
believed that the outlying portions of 
very long lines may be competing at 
too great a disadvantage with private 
automobiles, 

For example, from Chart No, I, a 
10-cent fare yields only one cent per 
passenger mile for a 10-mile ride. 
Unless there is a considerable quan- 
tity of short riding in an outlying sec- 
tion the operation into that area may 
well be running at a very considerable 
loss. 

From Chart No. II, the fare for a 
10-mile ride at 2} cents per passenger 
mile should be 25 cents, It may well 
be that the public would not regard 
such a price unreasonable for a 10- 
mile ride, more particularly if the 
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rates for shorter rides are propor- 
tionately reduced. If, however, such a 
fare for the long rider results in 
further loss of patronage from out- 
lying secctions to the private auto- 
mobile, then a case could be made out 
in justification for reducing or elimi- 
nating this outlying portion of the 
service and thus shorten the line. 


nN illustration of the arbitrarily 
shortened line is found in a num- 
ber of cities. In such cases city lines 
may operate only within the municipal 
limits. Connecting lines extend into 
the surrounding suburban area. There 
have been some apparently successful 
experiments with the operation of 
short low-fare lines superimposed on 
a regular system in downtown city 
areas. The success of such operations 
must, however, be evaluated not only 
in terms of the individual lines but 
also in connection with the effect of 
these lines on the system as a whoie. 

If the short line takes short riders 
from the longer lines, then the aver- 
age length of ride on these longer 
lines is increased to their substantial 
detriment. Even though the short low- 
fare line operates at some profit, a 
portion of its income must have been 
taken from the longer line. Unless the 
service on the longer line is reduced 
sufficiently to save out-of-pocket costs 
equal to their loss of revenue to the 
short low-fare line, nothing has been 
gained. 

There are a number of properties 
that have experimented more or less 
successfully with the superimposing 
of long express, extra fare lines on 
the local system. This is an ideal, 
though only a partial, solution of the 
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problem and then only provided that 
there remains sufficient short-haul 
business on the local lines to support a 
reasonable frequency of service, and 
further provided that the express line 
fares are sufficient to pay for the serv- 
ice. This is, however, an effective 
method of reducing the average 
length of ride on competing local lines. 
A compensating factor in the opera- 
tion of these longer express lines is 
that their increased speed tends to 
substantially decrease unit cost of 
operation and affords a better service 
for which riders are willing to pay 
compensatory fares. 

An added attraction has been the 
usual practice of limiting loads to the 
number of seats available. The fact 
that such services are successfully 
operated in direct competition with 
local lines having fares of half and 
less than half of the express lines’ 
fares is clearly indicative of the pub- 
lic’s willingness to pay for value re- 
ceived, However, this is a partial solu- 
tion at best and is applicable only 
under circumstances prevailing on rel- 
atively few properties. 


HE third alternative is to shorten 

the permissible length of ride per 
unit of fare; that is, institute a zone 
method of fare collection or eliminate 
transfers and cut the long lines into 
two or more short lines. Fares col- 
lected by the zone system have been 
in operation on a number of proper- 
ties for many years. Probably most 
notable of zone systems is that of 
Public Service Codrdinated Transport 
of New Jersey, which operates long 
lines throughout the state. This com- 
pany early established the basic prin- 
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ciple of a single fare limited to a ride fare was maintained for many years. 

within each municipality served, an In the concluding instalment of 

additional full fare being charged for this article, there will be a discus- 

each additional municipality into or sion of many of the major factors and 

through which the utility’s passenger problems to be met within the design 

rides. and practical operation of fare zone 
However, by this means a 5¢-basic systems. 


Part II of this article will appear in the next issue of the FoRTNIGHTLY. 





Scientific Progress under Capitalism 
‘ al highly constructive interplay of educational institu- 


tions, professional men, industrial management, and 
public support has all taken place under our system of private 
enterprise. The incentives have been many and the rewards 
have been so ample that everyone has benefited. In other words, 
the statement can be made that in the United States where 
applied science has made its greatest strides, we enjoy the high- 
est standard of living of any country in the world. This ts strictly 
an accomplishment of capitalism, to use the term commonly 
discussed these days. In order to avoid any doubt as to the all 
inclusiveness of the capitalist influence, allow me to point out 
that our private educational institutions are themselves organ- 
izations of capital of major proportions. 

“I am sure that anyone familiar with the rapid-fire changes 
which applied sceince has brought out would concede that there 
should be social changes that would keep pace with technological 
advancement. The industrialist of the last half century, who 
insisted on looking backward, did not last long in the rush of 
of events. The forward looking industrialist expects, as a matter 
of course, that those responsible for social development will 
carry their share of the burden. It is a well understood truism, 
even in the turbulent fields of applied science, not to tear down 
the old plant until the new one ts running successfully. I cannot 
qualify as a political scientist or as a sociologist, but it seems to 
me that in these fields, even more than in industry, we should 
look before we leap.” 

—James A. RAFFERTY, 
Vice president, Union Carbide & 
Carbon Corporation, 
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Today’s Tools for the Bride 


Of Tomorrow 


At homemaking class, she often has to work with 
old appliances—Southern California Edison teams 
up with manufacturers and dealers to keep schools 
equipped with the latest, at no maintenance cost. 


By JAMES H. COLLINS* 


HEN Grandma was a girl, and 
the schools taught chiefly the 


three R’s, it was called the 
“cooking and sewing class,” and con- 
sidered pretty fancy education. What 
we now call “progressive.” Not half 
the schools had it. 

Through the years it has been called 
“domestic science” and “home eco- 
nomics” and other things. Always the 
new name reflected a broadening of 
the teaching. 

Today it is so broad that, in south- 
ern California at any rate, it in- 
cludes patio living. And the name is 
“homemaking.” In seventh and eighth 
grades, all the girls receive a certain 
amount of instruction, and in high 
schools and junior college it becomes 
elective. 

In this department of the public 


*Business editor and author, Hollywood, 
California. 
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schools the Southern California Edi- 
son Company has lately discovered a 
new market for appliance dealers and 
manufacturers, and of course a new 
place to build load. 

The homemaking department is a 
future customer market, because a 
good many of the students now pass- 
ing through the homemaking courses 
will in a very few years be married, 
and deciding the purchase of appli- 
ances, and what they worked with in 
school is bound to influence their de- 
cisions, 

At war’s end, and when appliances - 
again became available, Edison’s man- 
ager of domestic sales got to thinking 
about the large numbers of prewar 
electric ranges in the schools through- 
out his territory. 

Some of them were almost pre- 
World War I, because an electric 
range really never wears out. With a 


FEB. 1, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


few new parts from time to time, 
it goes along like a dollar alarm clock. 
These old ranges would cook, but 
they were of another generation, and 
the students learning to cook on them 
were not enjoying the appliance ad- 
vantages of their own day. 


HIS is almost a universal handi- 

cap in vocational and business 
training. The student taking a business 
course in a public or private school is 
generally taught with machines and 
equipment that date back. Schools 
cannot afford to install the latest de- 
vices, as can business offices. So the 
student finishing his course, and land- 
ing a job, steps into an office where 
the equipment is new and strange. 

A good salesman was assigned to 
study school homemaking facilities, 
and report upon what Edison might 
do to help modernize them, and here 
is the general situation found in the 
majority of communities, large and 
small, throughout southern California 
—and which undoubtedly exists over 
the United States. 

Equipment was generally out of 
date, lacking in the latest appliances, 
such as food mixers, dishwashers, 
garbage disposal units, clothes 
washers, ironers, dryers. 

Classrooms were also out of date, 
crowded, badly arranged for teaching 
and work. Originally there had been 
a roomy place provided in the school 
when new, but as appliances had been 
added from time to time, they were 
placed in any available spot—no plan. 

Nobody was against modernization. 
Students handicapped by using old 
equipment in crowded classrooms, 
teachers, school boards—all were 
halted by the road block of “No 
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money.” In the many demands made 
by growing school populations for 
more buildings, more teachers, more 
equipment, there was seldom an ap- 
propriation available for up-to-date 
household appliances. 


DISON executives studying the re- 
rt decided that the company 


must work out a plan that would not 
only bring these facilities up to date, 
but keep them so by yearly replace- 
ments; moreover, one that would 
equip the schools with appliances 
never before available for teaching. 

The plan is simple enough in out- 
line, but involves considerable “sell- 
ing” to appliance manufacturers and 
retailers. 

Edison’s sales department goes to 
the schools, surveys their needs for 
equipment, prepares a drawing for 
complete rearrangement of the class- 
room, which is almost always neces- 
sary, and offers to have the appliances 
installed by a local dealer at a special 
price. This price is so favorable that 
school authorities are interested in 
finding the funds, and generally do 
so. 

Every year thereafter, without any 
further investment, the local retailer 
who made the original installation 
comes in and replaces everything with- 
out any charge at all! 

The utility executive who remem- 
bers the problems that arose from 
appliance selling will realize that this 
involves considerable explaining to 
manufacturers and dealers. 

But so far, Edison has had excel- 
lent codperation from both the in- 
dustry and the trade, because it has 
followed through, making those ex- 
planations. 
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This plan was laid before one re- 
gional manufacturer of ranges, at the 
start, with the explanation that the 
company was looking to future cus- 
tomers, who would be customers for 
ranges as well, and that codperation 
from his dealers would be secured by 
interesting them in the future cus- 
tomer objective, and showing them 
how to make present sales through the 
replaced appliances that would be com- 
ing back yearly. 


T= manufacturer agreed to make 
the special price to schools, and 
soon other appliances were added, 
other manufacturers joined in—today 
Edison has the codperation of practi- 
cally the whole appliance industry. Gas 
appliances are also available on the 
same terms—in Edison territory it is 
the rule that both shall be installed 
equally, one gas range for one electric. 

The appliance retailer has been 
quick to see the future customer angle, 
and make what is roughly an invest- 
ment of his profit. 

“How long do we have to wait 
for these schoolgirls to grow up, 
marry, and become customers?” is a 
natural question. It led one homemak- 
| ing teacher to investigate, and she 
found that 72 per cent of her old stu- 
dents were married within two years 
after graduation. 

But the retailer can begin selling 
as soon as the first appliances he in- 


stalls in schools come back within 
a year. 
To illustrate with an electric range. 


‘When he replaces one in a school, 


Edison furnishes him with a list of 
perhaps a dozen homes in his territory 
that already are wired for ranges. 
These are removals, new homes wired 
“in case,” and so on. The wiring 
cuts down installation costs. 

There is a way to go about making 
such a sale. A caller at the back door 
asks if he can take measurements for 
a home freezer. This is an appliance 
that still needs selling, and the house- 
wife generally says, “Why, we have 
no room for a deep freeze!’ To prove 
that she is right she allows the caller 
to take measurements. “No, you 
haven’t any room,” he admits, “but I 
see your home has been wired for an 
electric range—now it just happens 


| beersacge another plan, the dealer 
inserts a 2-line classified ad in his 
local papers, ““Bargain—electric range 
used only for demonstration.” This 
brings people in, the question of fi- 
nancing arises, it is not easy to ar- 
range on used appliances, but on a 
new range, now... .! 

On this basis, one year-old appli- 
ance taken from a school may result 
in several sales, and itself be unsold 
for weeks. 

Backed by this teamwork from the 


= 


comes elective, and a determining factor in the size of 


q “In most high schools and junior colleges homemaking be- 


classes is the equipment. The girls shun obsolescent equip- 
ment, but are eager to work in an up-to-date classroom— 
in fact, feel about that just as they will when they become 


wives.” 
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industry and the trade, Edison sales 
people approach the schools. It is easy 
enough for anybody with a pair of 
eyes to locate the classrooms that have 
fallen furthest back into obsolescence ; 
the equipment is dated, old, ancient in 
various degrees; the rooms are 
crowded, badly arranged, badly 
lighted; courageously, teachers and 
students have made the best of what 
they had or could obtain. 

The teachers are of course hospita- 
ble to modernization suggestions, and 
when shown practical plans and cost 
estimates are ready to go before the 
school board. In this field of selling, 
Edison men say, there is always a 
“spark-plug” individual who will be 
most active in getting behind a plan. 
It may be a teacher, a superintendent, 
a parent-teacher member, or the jani- 
tor who has the hard job of keeping 
an antiquated classroom in some kind 
of order. 


uired in homemaking classes is 
indicated by this list of activities that 
go to make up the teaching in southern 
California. 

What Grandma would say to the 
modern “cooking and sewing” class is 
something to be left to the imagina- 
tion: 


Food Room Activities 

Nutrition and health study. 

Meal planning, marketing, prepara- 
tion, serving. 

Food preservation, refrigeration, 
freezing, canning. 

Kitchen planning, neatness, home- 
likeness, efficiency. 

Home safety, accident preventives. 

Proper selection, use and care of 
cooking utensils, kitchen tools. 

Care and use of ranges, refriger- 
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6 wide variety of equipment re- 
q 
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ators, home freezer, small appliances, 

Care and use of laundry equip- 
ment, soaps, detergents. 

Care and use of electric ironer, 
irons, ironing aids, floor polisher, 
vacuum cleaner and attachments. 

Cleaning equipment, brooms, mops, 
brushes. 

Setting attractive breakfast, lunch- 
eon. 

Career study. 

Patio Living and Dining Room 
Activities 

Hospitality, social arts, home wel- 
fare. 

Good housekeeping 
management. 

Home furnishing, arrangement, in- 
terior decoration. 

Table setting, formal dinners, teas, 
special occasions. 

Flower arrangement, table decora- 
tions, center of interest. 

Study of home and family rela- 
tionships. 

Community relationship, 
and keeping friends. 

Planning for marriage. 

Career study. 


and time 


making 


Clothing Room Activities 

Clothing selection, design, and con- 
struction. 

Wardrobe planning, budgeting. 

Textile study, design, and pattern 
construction. 

Care and use of sewing machine. 

Interior decorating, curtains, 
drapes. 

Care and repair of clothing. 

Dyes, alterations, making over 
children’s clothing. 

Personal development, improving 
personal appearance. 

Good grooming, home nursing, 
child care, handicraft, care and use 
of household repair tools. 

Career study. 


All of which prepares the rising 
generation to make a home—and also 
create opportunities for utility “load.” 
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Building Up the Future Appliance Market 


6é HE homemaking department is a future customer market, be- 

cause a good many of the students now passing through the 

homemaking courses will in a very few years be married, and deciding 

the purchase of appliances, and what they worked with in school is 
bound to influence their decisions.” 





B fax school population of Edison 
territory totals several hundred 
thousand students, in every size com- 
munity. The girls all receive home- 
making training during the seventh 
and eighth grades. In a classroom ac- 
commodating twenty to twenty-five 
students, the period will be one hour 
daily, five days a week, with from five 
to seven classes each day. So that 
even a small community will have 
better than a hundred young misses 
learning about appliances, better or 
worse. 

For any community anywhere— 
multiply by schools. The answer will 
be future appliance sales and load. 

In most high schools and junior 
colleges homemaking becomes elective, 
and a determining factor in the siz 
of classes is the equipment. The girls 
shun obsolescent equipment, but aré 
eager to work in an up-to-date class- 
room—in fact, feel about that just as 
they will when they become wives. So, 
in a community where equipment has 
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been allowed to go to pot—fewer 
future customers, less future load. 

In developing prospects, Edison’s 
school counselor, T. L. Bowles, started 
by going calling throughout the com- 
pany’s territory, looking into home- 
making classrooms, getting acquaint- 
ed. Lloyd Bowles is an old hand with 
Edison, started as an electrician and 
meter reader in 1916—and last spring 
was among the ten Los Angeles sales- 
men who received the first “Oscars” 
awarded by the Los Angeles Sales 
Executives Club. Indicating that in 
this schoolwork a good salesman can 
find a new career. 


Edom, the first move often comes 
from somebody in a school sys- 
tem who has heard about the work, 
and asks for a survey. Also, Edison 
people are constantly talking to teach- 
er and parent-teacher groups, so that 
word gets around. 

After calling on teachers, school 
board members, and other people in- 
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volved in a modernization program, 
and discussing requirements, funds 
available and like details, looking over 
present facilities and space, and out- 
lining a budget, the salesman hands 
over data and perhaps rough sketches 
to Edison’s kitchen designer and 
architect, who draws up a scale 
model. 

This is a complete job, showing 
every appliance, and space for stu- 
dents at work, also modern equipment 
for clothing classes such as mirrors, 
a child care center, blackboards, 
closets, brooms, and mops. Everything 
from the kitchen stove. Details of this 
general plan are pictured in separate 
water-color sketches. 

It is large-scale, complete, and at- 
tractive, because with this plan the 
salesman returns and explains to the 
school board as well as the teachers 
who will work in the new quarters. 
They often point out improvements, 
which are generally embodied in the 
working plans. 


| be this phase plenty of time is needed, 
smiling patience, a mind open 
to criticism and changes. Problems 
bob up and are ironed out, more in- 
dividuals than had been counted on 
appear and speak their pieces; your 
customer is a community; a single 
“No!” anywhere along the line stops 
everything, 

So it pays to spend some money 
on drawings. Seeing is believing. The 
decision turns on how well the com- 
munity understands the project. Plans 
are easel size, and lately the salesman 
uses small models of ranges, refrig- 
erators, washing machines, and other 
appliances, and sets up a miniature 
classroom portraying the plans, and 
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this is surprisingly effective in clearing 
up misunderstandings. 


BY Bonen models are small enough to 
carry in a car, and were made 
of wood, metal, and plastic by the 
Edison window display department. 
For hundreds of windows in branch 
offices the company has a central staff 
that goes out installing displays. 

What appliances and whose makes 
shall be installed? 

The school authorities decide, se- 
lecting them from the ones that come 
under the manufacturer-distributor- 
dealer codperative plan. 

Not only the major appliances are 
needed, but the traffic appliances like 
irons and toasters, along with utensils 
—everything found in a well-fitted 
kitchen. 

The new classroom needs new 
curtains, linoleum, furniture, unfore- 
seen accessories. 

Typical modernization project 
showing what it takes was the town 
school that had no homemaking de- 
partment, and had not more than 
$1,500 to finance a building as well as 
equipment. Edison people really go to 
work on a problem like that. It is a 
challenge. Through their experience 
with many problems they have vari- 
ous ways of skinning a cat. And a 
good solution attracts attention and 
makes friends. The company’s home 
economist, kitchen designer, and other 
specialists go along when plans are 
shown, to answer questions and con- 
trive. 

What—no building? 

There were two abandoned bunga- 
low classrooms, Plans were supplied 
for throwing them together. The work 
was done by students—it made an 
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interesting project for upper-class 
boys. 

Available funds purchased four 
cabinet sinks, two electric and two gas 
ranges, a refrigerator, an automatic 
clothes washer, and various small ap- 
pliances, 

Town people contributed furniture, 
utensils, linen. 

Curtains and the like were made by 


students in clothing class. 


\ \ 7 HEN everything was ready, there 
was an open-house party, which 


is an important function in this mod- 
ernization work. Students prepare 
buffet dishes, the school orchestra 
tunes up, everybody wears best clothes 
and becomes host. Parents come, 
teachers from other schools, maybe 
school authorities from communities 
where modernization is still being dis- 
cussed, There are a hundred different 


kinds of good time had by proud 
parents, appreciative students, and 


teachers. Seeing is believing that 
youngsters really learn something in 
school. 

It is something to be proud of when 
dark, crowded, out-of-date class- 
rooms, with obsolete equipment, are 
replaced with roomy, well-lit quarters, 
and the latest appliances. The equip- 
ment generally surprises parents when 
they come to the open house, because 
there are conveniences not yet found 
in all homes, like garbage disposal 
units, dishwashers, home freezers, 
ironers, dryers, mixers, sewing ma- 
chines. It is considered good teaching 
to have students work with equipment 
that may not today be common in 
homes, but which will be so in a few 
years, 


The appliance man dropping in gets 
ideas not only about future customers, 
but customers right now, who want 
these new conveniences in their 
homes. 

Maintaining contacts with schools 
after modernization has many angles. 

For instance, the social life should 
go on after the first open house, be- 
cause parties make teaching real. So 
ideas are passed around. 

Father’s and Daughter’s Day is a 
typical party. The girls prepare dishes, 
from buffet lunch to a dinner, and the 
Dads are invited. They come and 
balance plates on their knees, get ac- 
quainted with other Dads, are shown 
around, probably get needled on a new 
range or a dishwasher, boast about 
their girl’s cooking. 


HEN there is the Home Freezer 
Exhibit at the appliance store. 

The home freezer is still one of those 
conveniences that have to be sold. 
The dealer gives the homemaking class 
some money every month—say $10— 
and the girls prepare dishes to be put 
in a freezer at his store, where they 
are seen by customers; the girls them- 
selves bring in friends. After four 
weeks the dealer takes the food home, 
or parcels it out to employees, and the 
girls are financed for another display. 
This has been found an excellent way 
to stimulate interest in freezers, but 
frankly it involves considerable work, 
and not all dealers want to take the 
trouble. 

The old sewing and cooking class 
ain’t what it used to be. 

Under this utility company plan, 
the three R’s become Range, Refrig- 
erator, and Rags! 
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Planning Now for Man-power 
Shortages 


This author, experienced in analyzing business prob- 
lems, offers a simple general program for coping with 
a threatening situation. 


By ERNEST W. FAIR* 


AR or no war, within the next 
six months it is now certain 


that business of every kind 
and description is going to be con- 
fronted with man-power shortages 
everywhere before many weeks have 
passed in 1951. 

Operating public utilities are in a 
doubly vulnerable position during any 
prolonged man-power shortage be- 
cause of their rigid cost restrictions 
and service obligations. But some for- 
ward-looking steps can be taken now, 
as distinguished from later on, when 
war boom employer recruiting becomes 
more pronounced. 

There are few, if any, public utility 
executives throughout the country not 
faced with the problem of where to 
replace men and women, either taken 
from their staffs or who leave volun- 
tarily for big-paying “defense” jobs 

*Professional writer of business articles, 
Bristow, Oklahoma, 
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elsewhere. If management waits until 
the last moment to tackle this prob- 
lem, it could find itself slipping into 
a most difficult position. 

The first step toward assuring con- 
tinued company operation is obviously 
an all-out study of every staff posi- 
tion. 

Each job needs careful and thor- 
ough analysis, An individual check-up 
on each employee holding each posi- 
tion is the main objection of such a 


- survey. 


tS check-up can determine, first, 
who will be called to military serv- 
ice through reserve positions, the 
draft, and voluntary enlistment. This 
information will point to the most de- 
cisive and immediate need for replace- 
ment planning. Not only can it be de- 
termined who will be leaving, but in so 
far as it is possible to do so, some 
idea as to how soon such positions 
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must be filled might be a very desir- 
able line of inquiry. 


Sige second step calls for an analy- 
sis of each employee, and his or 
her position, to determine which are 
very likely to be taken away by a pos- 
sible civilian draft for defense indus- 
try. This we did not have during 
World War II. But indications are 
strong from Washington at this time 
that such a program is being formu- 
lated for possible use. If the scope of 
the defense effort is so great, and very 
likely it will be, that workers as well 
as military personnel may be called up, 
any industry must be prepared to cut 
back its personnel requirements, if 
the worst should come. And, in that 
case, a retrenchment plan can be a 
lifesaver for an officer in charge of 
operations. 

In such consideration, careful anal- 
ysis is in order for all staff members 
who are likely to leave voluntarily for 
other jobs through lure of higher 
wages, or for other reasons, or pres- 
sures which may be brought to bear 
upon them, This requires a keen un- 
derstanding of personnel. It calls for 
close codperation between supervisory 
personnel and the executive staff. 

When such an analysis has been 
made against the present normal 
strength staff and the results noted on 
paper, management can thus provide 
itself with a clearer picture of what 
can be done for the immediate future, 
than if everything is left until the 
emergency actually arises. 

The next step, while such a step is 
still permissible, is to seek possible 
replacements for such personnel the 
present staff will lose. Needless to say, 
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the survey might well be conducted on 
a very confidential basis so as to avoid 
misunderstanding or undermining 
morale, The real objective is not to 
get anybody’s job; but simply to get a 
replacement if the present occupant 
cannot or will not be available to carry 
on some time in the future. But “shop 
gossip” can often put a very unpleas- 
ant light on such situations. When 
misunderstandings do occur, perhaps 
the best course is to discuss the oper- 
ation frankly with the parties con- 
cerned and, having won their confi- 
dence and clear understanding, bind 
them against spreading any more false 
alarms. 


it may also be wise to consider 
whether or not consolidation of var- 
ious staff jobs can be brought about 
in the near future. This method can 
be used in some measure to handle the 
man-power shortage problems which 
might otherwise loom as almost in- 
superable obstacles. It is certain that if 
the situation grows more serious, some 
activities will be more curtailed than 
at present. Shortages alone will create 
situations requiring fewer personnel 
in given spots throughout the operat- 
ing utility setup. Sales and home 
service forces may have to be cur- 
tailed somewhat. 

Where it is possible to consolidate 
positions being vacated (through the 
changing man-power situation in the 
future), with positions very likely to 
remain permanent for a long time to 
come, replacement worries can be kept 
at a minimum. 

In considering actual replacements, 
however, management might as well 
take the practical view that it may be 
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up against terrific competition from all 
kinds and types of industry for avail- 
able prospective personnel to fill va- 
cancies. Some of it will be high-pay- 
ing “war boom” industry. Even the 
anticipated “freezes” in wages and 
jobs by government order do not en- 
tirely dispose of the problem. World 
War II experience demonstrated that 
there are a lot of indirect ways for 
“boom” employers to win labor re- 
cruits at the expense of stable and cost 
restricted industries such as utilities. 
The nation is very definitely moving 
into a labor market. Should man- 
power controls be rigid, the difficulty 
of securing replacements will become 
very great. 


HERE will, however, be two con- 

siderable reservoirs of possible 
personnel available: (1) the physically 
handicapped; (2) those in the older 
age group but still able to perform a 
reasonable amount of work. Where 
management is able to shift job re- 
sponsibilities and work around so that 
remaining personnel can handle more 
difficult and heavy work, it may be 
surprising to discover how many peo- 
ple can be used from these two groups 
to fill such vacancies. 

This requires a great deal of 
prompt planning. It may necessitate 
an almost entirely new schedule of 
duties required for each position in 
the firm’s setup. Obviously, it would 
require the shifting of more burden- 
some work to members of the staff 
still remaining and physically able to 
handle such work, Such shifts can 
make it possible to create practically 
new jobs which the foregoing two 
groups of people can fill satisfactorily. 
FEB, 1, 1951 


We have another group which prob- 
ably will be available for very short- 
term jobs. That is the teen-age group, 
not old enough to be subject to mili- 
tary or industrial draft. Any plans to 
employ teen-agers must, of course, be 
restricted to a short-range basis. All 
such planning must take into consid- 
eration the possibility not only of an- 
other world war but possibly a very 
long one. These programs, if devel- 
oped for the younger age group, call 
for a plan of replacement periodi- 
cally. 

The use of any of the three groups 
named above requires readjustments 
in the employee program also; read- 
justments to account for less skills, 
decreased physical stamina, and lim- 
ited abilities to perform certain jobs. 
It would seem to call for very close 
study of possible use of such mechan- 
ical equipment as the company may be 
able to find, to lessen requirements of 
strength in work within the organi- 
zation, Such equipment will not be 
available tomorrow—its possible use 
must, therefore, be determined today. 


Sry last but most obvious step 
in any program to cope with fu- 
ture man-power shortage is to begin an 
immediate quest for such replacements. 
Other firms and other industries will 
be after the same people, of course. 
If a public utility company can secure 
commitments in advance and make 
replacements as soon as they occur, it 
will be able to obtain the top quality 
from each group available. The ad- 
vantages of public utility employ- 
ment, with its enviable record of 
steady, well-paid jobs through good 
times and bad, are arguments which 
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still command respect in the labor 
market. A few months or even weeks 
hence, it may not be so effective 
against the ready promises and high- 
money lures of the “boom” job re- 
cruits. In other words, nailing down 
a reserve supply while the nailing is 
good is simply a dictate of common 
sense procedure. 

Interviews among the physically 
handicapped, persons at present on so- 
cial security, and even the groups to- 
day in high schools can provide a 
knowledge of exact individuals avail- 
able in the particular operating area. 
They can also give management a good 
idea of the problems it will encounter 
within the organization in adjusting 
job requirements to such individuals, 
when the time comes to use them. 


Whether or not the reader, as an 
individual, believes that World War 


III is imminent, these measures seem 
to be clearly indicated for the future 
smooth operation of any utility. If, 
happily, a general war does not come, 
such planning is not lost motion or 
wasted effort. It would provide a 
closer picture of the personnel prob- 


lems. If war does come, the alert 
management will be just that many 
steps closer toward solving what may 
well prove to be the very worst and 
prolonged man-power shortage in our 
national history. 


sour holders will even expect 
and have a right to expect that wise 
business management takes no unnec- 
essary chances. Though business vol- 
ume activities may be curtailed by the 
conditions to be brought about, such 
as shortages, the front office must ex- 
pect to be held responsible for making 
plans to handle the situation. 

To sum up: War or no war, we 
are certain to have man-power short- 
ages during the year we have just en- 
tered. 

The closer to actual war we 
come, the greater will be those man- 
power shortages, 

If we are to be in business when 
real peace returns to the world, isn’t 
the sensible course to follow one of 
planning now for the handling of 
these man-power shortages before 
they occur? 





Laudible Careers in Government 


C64 \FTEN our state legislatures and our state governments 
are criticized as mere amateurs, when compared to the 
professional attitudes and abilities of the Federal government. 
Now I bow in gratitude to some of the so-called, and properly 
called, ‘career men’ in the Federal government service; but 
noi to all of them. It is one thing to make a career out of 
faithful service to the public as a bat boy, a coach, or an umpire 
under the rules of the American game. It is an entirely different 
thing to devote a lifetime to trying to change the rules of the 
American game to suit Marx or Stalin. All in all I prefer the 
honest enthusiasm of honest amateurs in state government to 
the scheming of some gifted professionals.” 
—Bruce K. Brown, 
President, Pan-Am Southern 
Corporation. 
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Do We Need a National 


Recreation Policy? 


In the light of recent suggestions that the Federal govern- 
ment interest itself in a national recreation policy, this 
author has examined certain aspects of cost estimation for 
multipurpose projects where recreational benefits have been 
noted as a factor. The conjectural nature of such estimates ts 
discussed along lines which will be familiar and of special in- 


terest to public utilities. 


By JOHN J. HASSETT* 


YEBROWS were lifted and even a 

kK certain amount of fun was 
poked at a recent recommenda- 

tion to President Truman that Con- 
gress ought to weigh the need for a 
“national recreational policy.” The 
suggestion was made among some 
seventy recommendations contained in 
the recent report of the President’s 
Water Resources Policy Commission. 
There was some wonder as to why 
such a commission felt that a recrea- 
tion policy was germane to its pur- 
pose. The comic columnists thought 
the Federal government might be un- 
dertaking the job of deciding on such 
issues as outdoor versus indoor sports, 


*For personal note, see “Pages with the 
Editors.” 
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be-bop versus long hair music, and 
other playful, if not trivial, contro- 
versies. 

Of course, the WRPC had a 
more serious purpose worthy of con- 
sideration even during these critical 
times. And its objective was within 
the reasonable scope and purview of its 
study, if considered broadly enough. 
As a matter of fact, the way the fac- 
tor of “recreation” has been consid- 
ered thus far, in attempting to esti- 
mate the monetary value of benefits 
for multipurpose Federal projects, 
suggests that Congress might well con- 
sider a study of some kind of a policy, 
looking toward a common sense ap- 
proach to this problem. And, if we 
must have our fun with bureaucrats, 
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there ought to be plenty of food for 
thought, if not gags, in appraisal pro- 
cedures already suggested, some of 
which suggest virtually “blue-sky” 
possibilities. The governmental rea- 
soning along this line, so far, might 
even be used to justify putting a dol- 
lar value on every wild duck that flies 
across our national parks, capitalizing 
all the gold in our rivers and lake 
waters, and pricing every uncaught 
rabbit in the fields. 


pe utility companies, which 
have good reason to remember 
criticism from courts and regulatory 
commissions over cost and value esti- 
mates which have been “too conjec- 
tural,” will smile at what the gov- 
ernment figure wizards have done, in 
marking up the price of “recreation” 
as a public project benefit. But let’s 
go back to the beginning of the story. 

On July 22, 1950, an article dealing 
with a problem of importance to many 
public utilities appeared in The Satur- 
day Evening Post. The article, writ- 
ten by Bernard De Voto, was entitled 
“Shall We Let Them Ruin Our Na- 
tional Parks?” It focused a spotlight 
on the activities of the Army’s Corps 
of Engineers and the Interior Depart- 
ment’s Bureau of Reclamation, in 
their efforts to construct multipurpose 
dams which would obliterate some of 
the scenic wonders of our national 
parks, 

Mr. De Voto recited the familiar 
history of the tremendous growth of 
these two agencies as promoters of 
fantastically expensive river-control 
and irrigation projects, carrying with 
them certain benefits in flood control, 
navigation, farm land _ reclamation, 
and other asserted advantages, Ac- 
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cording to De Voto, projects now on 
the drawing boards of these two 
agencies actually threaten the natural 
beauty and grandeur of such awesome 
spectacles as the Grand Canyon, Lo- 
dore Canyon, Dinosaur National 
Monument, and Kentucky’s Mam- 
moth Cave. 

Furthermore, these ventures are 
being proposed notwithstanding local, 
state, and national opposition, and 
apparently in some conflict with ex- 
isting laws. 


HE National Park Service, a bu- 

reau of the Department of the 
Interior, was created by act of Con- 
gress and directed by that act “to 
conserve the scenery and the natural 
and historic objects and the wild life 
therein, and to provide for the en- 
joyment of the same in such manner 
and by such means as will leave them 
unimpaired for the enjoyment of fu- 
ture generations.” The treatment of 
this law, affecting one agency of the 
Interior Department, by another 
agency of the same department (Re- 
clamation Bureau), is only one of a 
series of puzzling anomalies that have 
surrounded the construction of these 
huge structures in the West. 

The Post article contained several 
paragraphs which pointed up a well- 
known problem to private utilities 
everywhere. They indicate the direc- 
tion in which the next concerted 
movement for more Federal funds 
for darn construction is likely to pro- 
ceed. Said Mr. De Voto: 


We long ago passed the point 
where reclaimed western land could 
repay the cost of the projects that re- 
claimed it, as it was originally in- 
tended to do. If it cost several hun- 
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dred dollars an acre to make land 
worth $50 an acre, the rest of the 
cost must be charged to something 
besides reclamation. If the project in- 
cludes the production of electricity, 
the sale of power will take care of 
part of the remainder. If it includes 
flood protection ... whatever fraction 
of the remainder can be allocated to 
flood control can be written off alto- 
gether, since the whole country bene- 
fits from reduction of flood losses. But 
honest cost accounting ends right 
there; no additional economic justi- 
fication can be found. Hence the 
Bureau of Reclamation has begun to 
publicize a shimmering but carefully 
unanalyzed value which it calls 
“recreation.” 

If the bureau can _ successfully 
allege that its projects create facili- 
ties for recreation, then it can charge 
to them as much of the uneconomic 
cost as it is able to get away with. 
Nobody doubts that the American 
people need facilities for recreation 
and will need more of them as our 
population increases. But what kind, 
where, at what cost, and who shall 
pay for them? Should we write off 
$10,000,000 of the cost of an irriga- 
tion project because it will provide 
bass fishing for one North Dakota 
county? Should Philadelphia and 
Birmingham be taxed to provide sail- 
boating for Las Vegas? 


HESE questions are of concern to 
every taxpayer. They are of even 
greater moment to the tax-paying, 
business-managed utilities regardless 
of geographical location in this coun- 
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try. It is their money (or the funds 
collected for their taxes from the cus- 
tomers) which will be used for these 
proposed projects and which will be 
written off, with little or no return 
to the general taxpayer. The question 
of new “nonreimbursable’’ benefits 
accruing from multipurpose dams is 
the stage upon which the next great 
public power versus private power 
fight may well take place. 


Ww evidence is there to support 
this statement? Let us examine 
first the reports made to the Joint Fed- 
eral Inter-Agency River Basin Com- 
mittee by its subcommittee on benefits 
and costs. 

This committee has been formed 
by the four Federal agencies having 
the largest stake in multipurpose proj- 
ects—Department of Agriculture, In- 
terior Department, Defense Depart- 
ment: Corps of Engineers, and the 
Federal Power Commission, For the 
past four years this committee has 
wrestled with the weighty problem of 
rapidly increasing costs of Federal 
construction projects. The committee 
has recognized that power benefits 
from any dam are limited to the 
capacity of its generators and related 
water-flow circumstances. It has be- 
come convinced that water users of 
reclaimed lands are paying all they 
can stand, even with the relaxed and 
lengthened terms of repayment per- 


reau of Reclamation, the National Park Service has at- 


q “At the request of both the Corps of Engineers and the Bu- 


tempted to measure in monetary terms the benefits that 
accrue from recreational developments and use of water- 
control projects. The service uses a method that is admittedly 
only a general guide for the appraisers to follow.” 
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mitted irrigation users. It is face to 
face with economic justification of 
any future multipurpose project. 


HIS subcommittee, therefore, has 

been studying “allocations” with 
the intent of finding a basis on which 
other benefits may either be written 
off or amortized. Frankly, the sub- 
committee has not found too many 
avenues open to this approach. For 
this reason recreation, one of the 
most widely heralded allocations un- 
der consideration, and one of the least 
tangible, is rapidly assuming an im- 
portant part of the allocation argu- 
ment. 

In the subcommittee’s uneasiness 
over the varying practices of Federal 
agencies in considering certain other 
benefits from multipurpose projects, 
it was found close to impossible to 
develop satisfactory definition and 
evaluation methods when discussing 
recreation, The Corps of Engineers, 
in accordance with the Flood Control 
Act of 1944, attempts to analyze and 
evaluate such recreational possibilities 
as these: enjoyment value to visitors, 
educational value from such visits, 
physical values of recreational activity 
to users, increase in net income from 
hotels, lodges, and concessions set up 
as a result of dam construction, in- 
crease in net income of the area 
through higher residential values in 
neighborhood, and the value to the 
community through improvement in 
general appearance of the near-by 
towns and villages. Similar benefits 
that the Corps of Engineers attributes 
to its projects accrue from improve- 
ments in navigation, such as small boat 
harbors and improved docking facili- 
ties. 
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HE Reclamation Bureau finds 

many additional benefits to recre- 
ation through the construction of 
these dams and tries mightily to in- 
clude them in the potential benefits. 
Reclamation cites the usefulness of 
newly created reservoirs in providing 
landmarks and land sites for amphib- 
ious and sea planes. The bureau also 
points out that such dams may un- 
cover archaeological information and 
artifacts during construction. In gen- 
eral, such recreational benefits are 
measured by the bureau on the basis 
of expected expenditures of persons 
visiting the area plus the general bene- 
fits to surrounding areas. Since it is 
difficult to pin a dollar sign on any 
of these estimates, Interior is con- 
sidering revising its practice in this 
regard. 

In every case, according to agen- 
cies’ reports, the possible adverse ef- 
fects that may result from construc- 
tion of these dams are taken into 
consideration. These adverse effects 
include impairment of existing parks, 
inundation of scenic, scientific, or ar- 
chaeological features, or the unfavor- 
able alteration of existing arrange- 
ments for servicing recreation seekers. 
This latter concern for the unfavor- 
able effects appears to be lip service 
to a general policy, since the dams 
which now threaten our national 
parks certainly fall into such a cate- 


gory. 


QO’ course, there is already on the 
books of the Tennessee Valley 


Authority some ready-made justifica- 
tion for the write-off of some recrea- 
tional benefits. When Senator Malone, 
Republican of ‘Nevada, asked the 
TVA in 1948 to compare the possible 
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Changing Reclamation Law 
at asters everyone who has anything to do with reclamation 
objects to some part of the law, but everyone has his own particu- 
lar ax to grind and confusion has resulted. There have been concerted 
efforts in Congress to change the law’s provisions, but no bill has made 
it all the way to the White House. This recreation question plays a réle 
in current debate on reclamation legislation.” 





benefits of its multipurpose dam sys- 
tem with benefits possible through the 
alternative construction of mere 
single-purpose dams, the authority 
found many statistics to justify con- 
struction of the big ones instead of the 
little ones. 

Among the benefits it found at- 
tributable to navigation was an item 
of $1,000,000 a year for fishing and 
recreational boating. This figure was 
taken alone from a report prepared by 
the Corps of Engineers, although it 
actually contained a footnote stating 
that such benefits would accrue follow- 
ing the expenditure of an additional 
$1,035,000 annually for improved 
facilities. A sizable part of this addi- 
tional expenditure would have to be 
charged against the benefits reported, 
thus reducing them considerably. 

In this 1948 report written at Sen- 
ator Malone’s request, the TVA came 
up with a new rule of thumb in 
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evaluating its recreational accomplish- 
ments. It revealed that in 1947, 
7,338,755 persons visited the TVA 
lakes for recreational purposes, in ad- 
dition to the two and a half million 
who visited the TVA dams _ them- 
selves. “If it is assumed,” says the 
report, “that the recreational value 
for each visitor was equivalent at 
least to that obtainable by purchasing 
a ticket to a 25-cent movie, an as- 
sumption which has been recognized 
as reasonable by recreation author- 
ities, an annual value of over two and 
a half million dollars would be ascribed 
to this recreation use.” By the same 
logic, utilities owning private power 
dams visited by the public should be 
allowed to write off a part of their 
indebtedness at the rate of so many 
cents or dollars per visitor. 


MN the request of both the Corps of 
Engineers and the Bureau of 
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DO WE NEED A NATIONAL RECREATION POLICY? 


Reclamation, the National Park Serv- 
ice has attempted to measure in mon- 
etary terms the benefits that accrue 
from recreational developments and 
use of water-control projects. The 
service uses a method that is ad- 
mittedly only a general guide for the 
appraisers to follow. Eventually it 
places great reliance upon the judg- 
ment and experience of the individual 
appraiser for obtaining reasonable 
results. It is not a method which can 
be used by one without the necessary 
background of training and experi- 
ence in recreation work, and it is 
understood (at least the National 
Park Service always points out) that 
many adjustments, alterations, and 
concessions are necessary in order to 
make the method applicable to a par- 
ticular project, 

Nevertheless, it has been impossible 
for this writer to discover any case 
where the National Park Service esti- 
mate has been altered or challenged 
to any extensive degree. From a cur- 
sory glance at the method of deter- 
mining these benefits, they would cer- 
tainly seem open to challenge. 


| Sa example, let us take a look at the 
estimates of the potential travel val- 
ue estimated for recreation area cre- 
ated by one of these multipurpose proj- 
ects. The travel value represents a cost 
to the visitor for travel to and from the 
area from a near-by major national 
highway. This amount is considered 
a factor in determining part of the 
value of recreation. In calculating 
travel value consideration is given to 
three factors: cost per mile, passen- 
gers per car, and round-trip distances. 
The National Park Service assumes 
that five cents a mile is allowed for 
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auto travel, that three-and-a-half pas- 
sengers are the average vehicle load. 
If the average round-trip travel dis- 
tance is 200 miles, and it is assumed 
that 20,000 visitors will be expected 
each year, then the travel value is 
computed as follows: 20,000 visitors 
x 200 miles x 5 cents per mile + 3.5 
persons = $57,143. 


he addition, there is considered a 
general value, apparently just in the 
good will of the folks who visit the 
park, which is equivalent to 20 per 
cent of the total travel value and per 
diem value. Just how this percentage 
is arrived at is not disclosed. 

Along with other convenient rules 
of thumb in estimating, the agencies 
usually like to include an estimate of 
the increased value of fish and wild 
life, both for the hunter and fisher- 
man and for the commercial trapper 
and fishery. In computing the benefits 
which accrue to fish and wild life, the 
estimated increased value of the game 
and fish is considered. However, 
when computing the cost of the in- 
stallation of recreational facilities, 
current prices for labor and materials 
are quoted, with no expected increase 
shown. 

At any rate, the Federal Inter- 
Agency River Basin Subcommittee 
finally came up with some recom- 
mendations in May of 1950. In ana- 
lyzing the recreation, fish, and wild 
life allocations, the subcommittee 
suggested that the benefits of recrea- 
tional use be based on informed esti- 
mates of the average value of these 
facilities to prospective users. The 
pertinent factors to be included in 
deriving these “tangible” values in- 
cluded charges which the recreation- 
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alists would be willing to pay and any 
actual charges being paid by users for 
comparable facilities in other areas. 
Other benefits, the report suggested, 
should be valued by measuring the 
net income from such commercial 


projects, both with and without the 
project.” 


HE subcommittee also warned 
that adverse effects of multipur- 
pose dam construction must be meas- 
ured in the same manner as favorable 
effects. The subcommittee placed these 


1The report contains the following inter- 
esting passage: 

“Under one procedure which has been used 
to estimate such values, the value of a recre- 
ational benefit to an individual is assumed 
to be equal to the sum of expenditures by the 
recreationalist for such items as gasoline, 
food, lodging, and sporting equipment in 
connection with his use of recreational op- 
portunities afforded by a project. This 
method, however, provides a measure of 
gross rather than net values and from the 
project standpoint does not measure benefits 
creditable to the project. 

“By another currently used method, recrea- 
tional benefits are assumed to be equal to the 
cost of installing, operating, and maintaining 
specific recreational facilities plus an equal 
amount considered to be the value of the 
benefits attributable to recreational use of 
project facilities provided for purposes other 
than recreation. This has the effect of as- 
suming that the value of recreational benefits 
is equal to twice the specific project costs for 
recreation. This method does not provide an 
objective and independent criterion for de- 
termining recreational benefits creditable to 
the project.” 

Source: Page 51, under Recreation, Fish, 
and Wildlife, from Report to the U. S. 
Federal Inter-Agency River Basin Commit- 
tee. May, 1950. 
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effects in the “intangible” category, 
however, and posed no solution to 
the problem created by the clash of 
conservationists versus project en- 
thusiasts. 

These recommendations were duly 
noted and, to some extent, they were 
incorporated in the administration's 
bill of last year to amend the Recla- 
mation Act of 1939. Now this mis- 
chievous piece of law has been on the 
books just ten years, but has caused 
a century of headaches in its brief 
existence. It has been the subject of 
thousands of pages of congressional 
hearing testimony and floor debate. 
Practically everyone who has any- 
thing to do with reclamation objects 
to some part of the law, but everyone 
has his own particular ax to grind 
and confusion has resulted. There 
have been concerted efforts in Con- 
gress to change the law’s provisions, 
but no bill has made it all the way 
to the White House. 

This recreation question plays a 
role in current debate on reclamation 
legislation. A provision relating to 
recreation was written into the bill, HR 
1770, proposed by the administra- 
tion early in the 8lst Congress. At 
that time, however, the wishes of the 
President were made known, to the 
effect that his Water Resources Policy 
Commission was studying the whole 
question. 

At Mr. 


Truman’s request, the 


“Ir must be clearly understood that recreation is but one 
of half a dozen so-called ‘allocations’ for which it is 
hoped Congress will provide interest-free, no-return, one- 
way funds for multipurpose projects. Among others are 
salinity control, pollution abatement, municipal water im- 
provement, and sedimentation control.” 
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recreation provisions in the bill were 
withdrawn, 


foo considerable backing 
and filling on HR 1770, the Presi- 
dent changed his mind and sent to 
Congress via the Director of the 
Budget an amendment to the bill, 
which was adopted by the committee 
and remained in the revised measure 
until it died with the last Congress. 
This amendment authorized the Sec- 
retary of the Interior to investigate, 
construct, operate, and maintain recre- 
ation facilities “immediately adjacent” 
to the dam structures in reclamation 
projects. The Secretary is further di- 
rected to consult with state agencies 
to see to it that potential reservoir 
recreation sites are protected. He is 
enabled to acquire land and lease sites, 
giving preference to Federal, state, 
and local governmental agencies. Ex- 
penditures made for this purpose 
“shall be nonreimbursable, and any 
revenues received shall be deposited 
in the general fund of the Treasury.” 
The President added that he thought 
the Secretary of the Army ought to 
have the same authority over Corps 
of Engineers’ projects. 

This bill did not pass, and, so far, 
neither Secretary has been granted 
such powers. But it seems certain that 
we have not heard the end of the 
matter. 

Perhaps we have not even heard the 
half, for a new voice has been added 
to the clamor within the past month 
or so. It is the voice of the President’s 
Water Resources Policy Commission, 
up from the deep with seventy recom- 
mendations, some of them more re- 
markable than others. For example, 
here is Recommendation No. 67: 
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Federal participation in recreation 
features of water resources programs 
should be determined in relation to 
Federal participation in other recrea- 
tion programs. To this end, it is 
desirable that Congress authorize a 
study of the whole recreation field, 
having as its objective the develop- 
ment of a national recreation policy. 


) must be clearly understood that 
recreation is but one of half a dozen 
so-called “‘allocations” for which it is 
hoped Congress will provide interest- 
free, no-return, one-way funds for 
multipurpose projects. Among others 
are salinity control, pollution abate- 
ment, municipal water improvement, 
and sedimentation control. Some of 
these involve costs which are now be- 
ing borne by the communities af- 
fected by dams under construction, 
which costs would be shifted to the 
Federal Treasury. Some of these are 
actually caused by the dam construc- 
tion itself, and may or may not 
reflect a benefit resulting downstream 
from silt control along the river’s 
course. 

But recreation is a sitting duck, a 
brand-new field of unlimited possibil- 
ities. Those 32,000,000 people who 
visited national parks two years ago 
represent a sizable chunk of our vot- 
ing population, who will doubtless be 
impressed with vague promises of 
newly created paradises in the wilder- 
ness, 

Some congressional experts, on 
these matters profess to see in the 
“clarification” of allocation questions 
a start toward getting all such esti- 
mates on a sound fiscal basis. Others 
see in this same movement a danger- 
ous trend toward a solid front among 
the affected agencies, one that would 
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be hard to stop in the halls of Con- 
gress. Once additional millions of 
dollars can be written off with the 
stroke of a Secretary’s pen, the way 
will be opened for the construction of 
dozens of new public power projects 
not now conceivable. The door will be 
open to arbitrary evaluation of the ad- 
verse effects of any proposed dam on 
the soaring grandeur of our national 
parks and monuments. And new tax- 
free competition for electric utilities 
will be just around the corner from 
the nearest babbling brook that can 
be shown to have power, flood-con- 
trol, and recreation potentialities. 


N summing up, it would seem that 
if Congress is seriously considering 
the study of a national recreation pol- 
icy, there are plenty of places to be- 


gin. There are plenty of questions to 
be asked, There are numerous theories 
and loose ends to shake down and 
unify into some formula that will 
stand the test of common sense. It 
may be in the very elusive nature of 
recreation that no mortal man can put 
a dollar sign on the God-given pleas- 
ure of the songs and laughter that go 
to make up “the perfect day.” But is 
it asking too much of the Federal 
spenders and lenders to keep such 
items out of the investment which has 
to be financed at the taxpayer’s ex- 
pense? Do we need a recreational 
policy? Maybe not—certainly not 
right away. But we do seem to need 
a checkrein on the fiscal dreamers who 
would capitalize the depth and echoes 
of the Grand Canyon unless they are 
watched closely. 





Atomic “Tracers” to Help in Operating Pipeline 


<4 peer Or oF CALIFORNIA is going to use atomic 
energy ‘tracers’ to help direct traffic through a 566-mile 
pipeline now under construction from Salt Lake City to Pasco, 


Washington. 


“The traffic problem is this: The single line will be moving a 
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variety of products—gasoline, Diesel oil, and kerosene, for 
instance—in batches to a number of distribution points, includ- 
ing Ogden in Utah, Boise in Idaho, and Baker and Adams in 
Oregon. At the points of exit from the line the men in control 
must know when to open and shut valves as the flow of one 

product ends and the first of a different product begins. 
“California Standard will solve the problem thus: Each time 
the Salt Lake pump station switches a new batch into the line, 
a fraction of an ounce of diluted tracer liquid—made in the 
atomic piles of Oak Ridge, Tennessee—will be added to the ol 
product stream. As the batch begins to flow along the line, the 
tracer will precede it. Then sensitive Geiger counters attached 
to the pipe near exit points will herald the arrival of the new 
shipment, and switchmen can shut the product off the line or on 

to the next control point as scheduled.” 

—Excerpt from The Wall 

Street Journal. 
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The Fiscal 1952 Budget 


| gees Truman’s budget recom- 
mendations for the fiscal year 1952 
call for expenditures of $71.6 billion— 
a total of 78 per cent above expenditures 
for the year ended June 30, 1950, and 51 
per cent greater than estimated expendi- 
tures for the fiscal year which will end 
next June 30th. The $71.6 billion, 
matched against anticipated revenue of 
only $55.1 billion, spells out a fiscal 1952 
deficit of $16.5 billion. 

In transmitting the budget estimates 
to Congress the President said, “This is 
a budget for our national security in a 
period of grave danger,” adding that the 
increase is one measure of the vast new 
responsibilities thrust upon us by the 
communistic assaults upon freedom in 
Asia and the threats of freedom in other 
parts of the world. 

It is noted here that 1952 expenditures 
for the military and for aid to our foreign 
Allies will total $48.8 billion, $1.6 bil- 
lion more than our estimated expendi- 
tures for all purposes for the fiscal year 
which will end next June 30th. 


Power Program 


The new budget includes seven new 
projects, all of which, the President said, 
will provide substantial power benefits. 
He said they had been recommended fol- 
lowing a “careful review of power re- 
quirements for the defense program.” 
He stated that these new projects, to- 
gether with projects completed or under 
way by the Bureau of Reclamation, Corps 
of Engineers, and the Tennessee Valley 
Authority, will provide ultimate capacity 
of 20,000,000 kilowatts. 

These new projects are Hells Canyon, 
The Dalles, and Ice Harbor in the Colum- 
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bia basin, Old Hickory on the Cumber- 
land river, a steam plant in the Tennessee 
valley, Gavins Point on the Missouri 
river, and the St. Lawrence seaway and 
power project. 

Referring briefly to the report of his 
Water Resources Policy Commission, 
the President said that although long- 
range improvement of our river basins 
is essential for the continued economic 
strength of the country, in fiscal 1952 
“we must emphasize those aspects of the 
programs which primarily support the 
national defense.” He then left open a 
loophole for additional new power proj- 
ects with a statement that the commis- 
sion’s report will be reviewed to deter- 
mine what administrative and legislative 
recommendations may be needed to im- 
prove the government’s water and related 
land-use program. 


REA in the Budget 


;e- Rural Electrification Admin- 
istration’s farm power and telephone 
loan programs will necessarily be curbed 
because of metals shortages, the Presi- 
dent said. For this reason, he continued, 
the new REA loan authorization should 
be cut from the $300,000,000 of the fiscal 
year ending next June 30th to $109,000,- 
000 in fiscal 1952, with $9,000,000 of this 
sum earmarked for the rural telephone 
loan program. The reduction in new loan 
authorization will permit “improvement 
and expansion of existing distribution 
capacity where essential,” but will require 
some curtailment of loans for new facili- 
ties, the President said. 

Despite the great reduction in lending 
authority and materials shortages which 
will prevent construction of new REA- 
financed systems, thus restricting REA’s 
activities to little more than collecting 
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outstanding accounts—with an occasion- 
al loan for expansion or repairs to exist- 
ing systems—the budget estimate for the 
agency’s “housekeeping” expenses has 
been dropped only $50,000. For the cur- 
rent fiscal year, $8,550,000 was appropri- 
ated, while $8,500,000 is asked for the 
coming fiscal year. 


Tennessee Valley Authority 


Budget estimates for TVA are almost 
doubled over the current fiscal year when 
$131,214,000 was appropriated for this 
agency. The estimate for the approaching 
fiscal year is $248,568,000, an increase 
of $117,354,000. The additional funds 
are needed to expedite projects now under 
way, including the huge steam plant at 
New Johnsonville, Tennessee, and one 
new steam plant not identified in the 
budget estimate. During the past session 
of Congress, TVA secured additional 
funds for acceleration of its construction 
program on testimony of Chairman Gor- 
don Clapp that it had become necessary 
to supply more electric power to the 
Atomic Energy Commission installation 
at Oak Ridge, Tennessee. 

For the coming year, TVA wants a 
stepped-up “housekeeping” appropria- 
tion. In the fiscal year ending next June 
30th the Congress appropriated $4,026,- 
000 for “administrative and general” 
expenses. 

The budget request for this account in 
the coming fiscal year is $4,600,000, an 
increase of $574,000. 


Corps of Engineers 


Bet wee funds for the Army Corps 
of Engineers’ general flood-control 
activities were sharply cut in the current 
budget estimate. Appropriated under this 
heading in the current fiscal year was 
$386,308,250, while the estimated sum for 
fiscal 1952 is $328,365,000, a drop of 
$57,943,250. 

Two items in the Engineers’ estimate 
that are quietly tucked away in fine type 
are $2,000,000 for an investigation of 
power potentialities of the Niagara river 
in New York, and $15,000,000 for a sur- 
vey of power and navigational potentiali- 
ties of the St. Lawrence river. Both of 
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these surveys were authorized by the 
recently expired 81st Congress, but many 
thought they would be laid aside until 
Congress could more thoroughly study 
the report and recommendations of the 
President’s Water Resources Policy 
Commission. 


Interior Department 


The Bureau of Reclamation, Interior’s 
big builder of dams, had its funds for 
construction and rehabilitation sharply 
whittled, but the cut applies mostly to 
irrigation projects—not to hydroelectric 
installations, proposed or under way. The 
drop was from $296,928,000 in the cur- 
rent fiscal year to $273,690,000 in 1952, 
a decline of $23,238,000. Bonneville 
Power Administration, Southwestern 
Power Administration, and Southeastern 
Power Administration—all Interior sub- 
agencies — received hikes that portend 
expansion of the Federal power program. 

BPA’s construction request was for 
$69,500,000, an increase of $30,000,000 
over the current fiscal year appropriation. 
The increase will largely go into Hells 
Canyon, The Dalles, and Ice Harbor proj- 
ects of the Columbia basin, provided, of 
course, that Congress approves. The esti- 
mate for BPA’s operation and mainte- 
nance during the coming fiscal year was 
moved up from $5,000,000 to $5,500,000. 


Southwestern Power Administration 


HIS agency, in so far as budget esti- 

mates are concerned, remains more 
or less in a position of status quo. The 
requested $4,100,000 for construction is 
really a liquidation item to cover contracts 
now in process of execution. No new 
contract authority is requested, but opera- 
tion and maintenance estimates are up 
from $760,000 in 1951 to $1,300,000 in 
the new budget. Of this hike, the budget 
message says over $400,000 is for items 
previously carried under construction. 


Southeastern Power Administration 


Newest of the Interior Department’s 
power-marketing bodies, the Southeast- 
ern Power Administration, scarcely out 
of swaddling clothes, has asked $4,000,000 
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for construction during the coming fiscal 
year. This estimate is for planning and 
construction of transmission facilities to 
dispose of power from the Buggs Island, 
Virginia-North Carolina project and the 
Clarks Hill project in Georgia-South 
Carolina. 

Over the unanimous opposition of the 
Virginia congressional delegation, SEPA 
was given an appropriation of $1,850,000 
in the final days of the 8ist Congress to 
initiate construction of the line from 
Buggs Island to a Federal installation at 
Langley Field, Virginia. However, Sena- 
tor Carl W. Hayden (Democrat, Ari- 
zona) stated on the floor of the Senate 
that the line would not be constructed, 
provided Interior and the Virginia Elec- 
tric & Power Company could reach a 
satisfactory wheeling agreement. (See 
page 180.) 

Stepped-up activities of SEPA during 
the coming year are foreseen in the budg- 
et estimate of operating costs, placed at 
$300,000, just double the current year’s 
appropriation. It is also proposed to set 
up a continuing fund of $200,000 “to be 
derived from receipts from the transmis- 
sion and sale of electric power . . . gen- 
erated in the area.” 


Regulatory Agencies 


UDGET estimates for the several regu- 
latory agencies carried nothing of 
significance or note. 

The estimate for the Federal Commu- 
nications Commission was raised from 
$6,625,000 to $6,850,000, an increase of 
$225,000. The increase, the budget mes- 
sage said, is primarily for additional re- 
search, technical equipment, and fre- 
quency assignment work. 

Budgetary needs of the Federal Power 
Commission are placed at $4,045,000 dur- 
ing the approaching fiscal year, an in- 
crease of $31,700 over the current fiscal 
appropriation of $4,013,000. It was stated 
in the budget message that the “continued 
expansion of the natural gas industry has 
added to the commission’s work load and 
responsibilities.” 

FPC estimates for flood-control sur- 
veys in fiscal 1952 were put at $320,000, 


a decrease of $31,700 from the current 
year’s appropriation of $351,700. 

Interstate Commerce Commission’s 
budget estimate for the coming year was 
placed at $9,823,000, a decline of $66,600 
from the current year’s appropriation. 
The estimate for railroad safety activi- 
ties of the commission is $1,000,000, 
no increase over the current year’s 
appropriation. 

Also reduced was the budget estimate 
for the Securities and Exchange Com- 
mission. This agency was appropriated 
$6,230,000 for the current fiscal year, but 
the 1952 estimate has been dropped to 
$5,924,000, a decline of $306,000, reflect- 
ing a decrease in activities relating to 
public utility holding companies. 


of 
Kerr Bill Revival 


HERE is solid reason to believe there 

will be a revival in the 82nd Con- 
gress of the so-called Kerr Bill, to exempt 
producers and gatherers of natural gas 
from regulatory jurisdiction of the Fed- 
eral Power Commission. Not a few gas 
state members of Congress feel they are 
in a position to reénact, and get presi- 
dential signature, to a measure identical 
with the one vetoed during the second 
session of the 81st Congress. 

This optimism is based on an assumed 
“trading position” gained through a re- 
cent U. S. Supreme Court decision, up- 
holding the right of the Oklahoma Cor- 
poration Commission to regulate the 
price of natural gas at the wellhead 
where such regulation is in the interest 
of conservation. A severance tax “in the 
interests of conservation” might be less 
palatable to the administration than a 
clear-cut statute barring FPC regulation 
at the wellhead, reason some of the south- 
western Congressmen. 

Senator Robert S. Kerr (Democrat, 
Oklahoma), author of the vetoed meas- 
ure, has been uncommunicative on the 
subject, but sources close to him feel that 
he is in full accord with those legislators 
who feel they are in position to “trade” 
with the White House. 
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Exchange Calls 


Communications Industries 


Called to the Colors 
—— New Year of 1951 finds the 


communications industries gearing 
their operations for the double load of 
civilian and military needs. During 1950 
the Bell and independents experienced a 
solid year of civilian expansion. The Bell 
system took on nearly 2,000,000 new 
customers for a total of 35,300,000 tele- 
phones throughout the United States. 
Add to that about 300,000 new telephones 
put on the line by the 5,600 independent 
companies for a total of almost 43,000,000 
telephones serviced both by Bell and inde- 
pendent systems. About 30,000,000 of 
these are residential telephones, making 
an average of two out of three families 
with telephone service in the United 
States. 

The Bell system alone spent $1,070,- 
000,000 in adding new telephones and 
new equipment and new buildings to 
serve them. Yet the demand grew even 
faster. At the end of the year, the Bell 
system had a waiting list of 800,000, sev- 
eral thousand greater than at the begin- 
ning of the year. 

Telephone calls increased in volume. 
The number of telephone conversations 
grew from an average of 132,000,000 a 
day in 1949 to 140,000,000 in 1950 for 
the Bell companies alone. The industry 
total approximates 170,000,000 calls 
daily. 

One of the important undertakings of 
the last year was the start of the installa- 
tion of telephone facilities for an air de- 
fense radar network rimming the coun- 
try. Thousands of miles of private line 
networks are being provided to the mili- 
tary, in addition to local and toll telephone 
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And Gossip 


facilities furnished to military bases, 
training camps, and civilian defense or- 
ganizations. 


HE nation’s telegraph system was 
greatly augmented late in 1950 by 
the completion of Western Union Tele- 
graph Company’s $90,000,000 mecha- 
nized transmission system with the open- 
ing of a high-speed message center at 
Portland, Oregon. The Portland center 
was the fifteenth and last in the nation- 
wide setup under which telegrams typed 
at the sending point are flashed auto- 
matically without any manual retrans- 
mission all the way to their destination. 
Radio Corporation of America con- 
tinued to extend the use of its automatic 
tape relay method of transmission and 
advanced mechanization for greater speed 
and accuracy in handling overseas radio- 
telegraph traffic. During the year, 
RCA Communications introduced a new 
2-way, customer-to-customer teleprinter 
exchange service and extended the serv- 
ice for operations from New York and 
Washington to The Netherlands and 
western Germany. 


ca 


Dime Pay Station Toll 
Marches On 


ANUARY 6th witnessed the inaugura- 
tion of the 10-cent local telephone call 
charge from coin boxes in the New York 
city area. The increase over the old nickel 
call rate was authorized last May by the 
New York Public Service Commission, 
which also permitted increases as high 
as 50 cents a month on residential rates. 
Coin-box users may deposit either two 
nickels or a dime in making calls. 
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The doubling of minimum coin-box 
rates is expected to yield an additional 
$12,000,000 annually for the New York 
Telephone Company. The commission 
held in May that the company is entitled 
to an additional $14,000,000 a year under 
the law. 

A surcharge of 2 per cent, which the 
commission allowed the New York Tele- 
phone Company to add to bills of regu- 
lar subscribers pending mechanical ad- 
justment of coin boxes to the new dime 
rate, was discontinued after January 6th. 

The change went into effect without 
any noticeable fanfare or disturbance in 
the metropolis. But up in Albany, New 
York, where the legislature was meeting, 
a Democratic assemblyman from Brook- 
lvn demanded a legislative investigation. 
He was Bernard Austin, who introduced 
a resolution to create a 7-member legis- 
lative committee to study all telephone 
rate schedules in the state. He proposed 
that the agency be given $15,000 for its 
work. Austin said the rate increase 
“comes at a time when there is a crying 
need for stabilization of prices and charges 
to prevent spiraling inflation . . .” 


* 
Communist Telephone Service 


Compared 


ow do the free countries throughout 
the world compare with the av- 
erage of Russia and her satellites in the 
matter of telephone service? The world 
telephone census figures recently released 
by the American Telephone and Tele- 
graph Company have furnished the basis 
for some comparative figures made by 
the Cleveland Plain Dealer. They show 
that the free countries throughout the 
world have a high percentage of tele- 
phones per 100 population, while the Red 
nations show up very poorly. 

Among the free countries, for exam- 
ple, Sweden, with 1,493,522 telephones 
has a percentage of 22.8 phones per 100 
population; Canada (including New- 
foundland) has 2,700,000, or 19.6 per 
cent; Switzerland, 845,471, or 18.2 per 
cent; New Zealand, 348,539, or 18.2 per 
cent ; Denmark, 680,703, or 15.8 per cent ; 
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Norway, 430, 881, or 13.3 per cent; The 
United Kingdom, 5,177,370, or 10.2 per 
cent. 

Comparative figures for Russia and her 
satellite states are as follows: There are 
in the USSR (partly estimated and in- 
cluding all Asiatic territory of the 
USSR) 1,500,000 telephones, but the per 
100 population percentage is only seven- 
tenths of one per cent. Albania, with 
1,200 telephones, has a percentage per 
100 population of 0.1 per cent; Bulgaria 
with 57,000, 0.8 per cent ; Czechoslovakia 
with 380,000, 3.1 per cent ; Hungary with 
115,000, 1.2 per cent ; Poland with 225,- 
000, 0.9 per cent ; Romania with 135,000, 
0.8 per cent. 

The Cleveland Plain Dealer concludes : 

It would appear, therefore, that 
when Soviet Russia proclaims that she 
is a land flowing with milk and honey 
and all things desirable, and urges that 
all nations seek to emulate her, the 
subject of the telephone has been dis- 
regarded utterly. 

It is manifestly apparent that every- 
one, large or small, possesses more of 
the comforts and blessings of this world 
in countries which still are free than 
in any of the so-called Communist para- 
dises. 

> 


Rate Increases 


ELEPHONE rate cases continued to 

make news at the very outset of the 
year 1951. Probably the most newsworthy 
was the increase granted by the Michigan 
Public Service Commission to the Michi- 
gan Associated Telephone Company for 
$870,000. This is the first utility rate in- 
crease granted by the commission since 
it was recently changed by an appoint- 
ment by Governor Williams. In the past, 
Governor Williams has been critical of 
telephone and other utility rate increases 
granted by the commission. But he said 
the Michigan Associated decision “is en- 
tirely in accord with policies I have 
urged.” 

e noted that the commission’s staff 
had recommended the increase, and 
that “every effort is being made to insure 
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the customer full value for his money.” 

John H. McCarthy, Democrat who was 
appointed chairman of the commission by 
Governor Williams during his first ad- 
ministration, Commissioners John M. 
Veale, Democrat, recently appointed by 
Governor Williams, and Schuyler L. 
Marshall, holdover Republican, also 
signed it, although Veale made a notation 
that the hearings were concluded before 
he took office. 

In neighboring Indiana, a proposed 
rate increase which would boost revenues 
of the Indiana Bell Telephone Company 
by $4,900,000 was heard before the Indi- 
ana Public Service Commission. Counsel 
representing the cities of Mishawaka and 
South Bend seem concerned over the fre- 
quency of rate increases and questioned 
the need of such a proposed boost so soon 
after a million-and-a-half increase was 
granted last September. 

“Utility rates should have some stabil- 
ity and exist for some time,” the Misha- 
waka lawyer, Vernon Freed, stated. 


IG Bieerceoe D. STEVENSON, general 
counsel for Indiana Bell, said the 
company needs the rate increase because 
operating expenses and construction costs 
have been rising steadily and prior rate 
increases were not sufficient. Stevenson 
added that the company’s value is $121,- 
000,000 and not $88,000,000 as set by 
the commission. This is important be- 
cause rates of return are based on value. 
Stevenson said the company would be 
earning a rate of 5.9 per cent if the rates 
were granted. 

Stevenson said that the company faces 
an uncertain period but emphasized that 
military and civil defense needs would be 
taken care of. 

First witness called to the stand was 
E. R. Moore, inventory and cost engi- 
neer for Indiana Bell, who testified as to 
the company’s claimed $121,000,000 
value. 

In Kentucky, Southern Bell Telephone 
& Telegraph asked the Kentucky com- 
mission for an increase of $2,732,538 a 
year, claiming that since the case was filed 
seven months ago the company would 


now need a further increase of $1,013,- 
276 a year. R. R. Stubbs, assistant vice 
president, testified that the increase ap- 
plied for June 12th and put into effect 
July 6th under bond was designed to yield 
7.25 per cent return on Southern Bell's 
operations in Kentucky. Instead, he said 
it is yielding 6.49 per cent. 

Stubbs said it now would require in- 
creases totaling $3,745,814 a year to give 
the company a Kentucky return of 7.25 
per cent. Principal factors in the defi- 
ciency, he added, are higher Federal taxes 
and mounting construction costs. 

Southern Bell did not amend its appli- 
cation to ask for the new increase. 


P in Rhode Island the New England 
Telephone & Telegraph Company 
moved to convert a petition for emer- 
gency revenue allowance into a full-scale 
rate increase. The telephone company 
asked Rhode Island Public Utilities Ad- 
ministrator Thomas A. Kennelly for 
speedy action because expanded commu- 
nications services are vital to civil defense. 
Coming as a surprise at the first hear- 
ing on the company’s November petition 
for $850,000 of added annual revenues 
to cover higher wage and tax costs on 
a temporary basis, the move was taken 
under advisement while Kennelly con- 
sults with the attorney general’s depart- 
ment. 
The motion would have these effects, 
if granted : 
1. Allow the New England Telephone 
& Telegraph Company to file a new rate 
schedule yielding $2,300,000 of added 
annual revenues, on the ground sufficient 
time has elapsed since the hearing board 
in December, 1949, boosted revenues to 
a total of $3,200,000 over their 1947 level. 
2. Consolidate the over-all petition for 
new rates with the present emergency 
rate request, which was filed pending de- 
termination by the state supreme court 
of an appeal by NET&T from Kenneily’s 
refusal to grant a rate increase last June 
on grounds of too short a time since the 
December, 1949, cases. 
3. Probably wipe out the litigation in 
the supreme court. 
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Financial News 
and Comment 


By OWEN ELY 


Irving Trust Company’s Analysis 
Of 1950 Utility Financing 


EVERAL records of utility financing 
~ are now maintained on a monthly 
basis, and others as annual compilations. 
The Financial Chronicle has for many 
years published comprehensive monthly 
tables of new offerings, with all utilities 
(electric, gas, telephone, etc.) treated as 
one group. These tables are valuable for 
historical purposes but unfortunately do 
not distinguish between preferred and 
common stocks. Ebasco Services, Inc., 
in recent years has been compiling com- 
plete records of electric utility (only) 
financing in considerable detail; these 
are published in pamphlet form peri- 
odically. The Securities and Exchange 
Commission has not pursued a consist- 
ent policy, but during the past year has 
been issuing (somewhat belatedly) 
pamphlet reports of all registrations un- 
der the Securities Act of 1933, with 
emphasis on the cost of flotation. 

Perhaps the most practical compila- 
tion for Wall Street use, however, is 
the tabulation issued very promptly after 
the end of each month, by the public 
utility department of Irving Trust Com- 
pany, and has been issued since April, 
1948. It includes electric and gas utilities, 
but not telephone and miscellaneous utili- 
ty companies. This is the only tabulation 
which reports the market reception ac- 
corded each offering (by symbols in- 
dicating “well received,” “fairly well 
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received,” “sold somewhat slowly,” and 
“sold slowly”). 

The analysis on page 172 of 1950 elec- 
tric and gas security offerings is compiled 


from the Irving Trust’s detailed records. 


S indicated in the accompanying 

table, electric and gas financing dur- 
ing 1950 was about 29 per cent refund- 
ing and miscellaneous, and 71 per cent 
new money. It is rather surprising to 
note that 38 per cent of all bond issues 
sold to the public were for refunding pur- 
poses, despite the fact that interest rates 
did not show any great change during 
the year. 

Regarding private placements, the 
percentages of total financing handled 
by this “wholesaling” method were 32 
per cent of the dollar amount of bond 
issues and 10 per cent in the case of 
preferred stocks. (No common stocks 
were thus disposed of.) Of the common 
stock financing, 69 per cent was “new 
money” and 31 per cent for other pur- 
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poses (principally holding company 
divestments). Of the total common 
stock issues, twenty-five items consti- 
tuting about 37 per cent of the dollar 
amount were offered direct to the public 
(a large proportion of this representing 
sales by holding companies, though in 
some cases the latter offered rights to 
their own stockholders). One item 
representing 3 per cent of the total was 
an underwritten exchange offer, the 
common stock being offered along with 
preferred in units to retire old pre- 
ferred issues with arrears. The remain- 
ing thirty issues were offered to stock- 
holders — eighteen being underwritten 
and one offered with dealer compensa- 
tion, while eleven were not under- 
written. Thus of the total issues in 
which stockholders were asked to par- 
ticipate, twenty issues or 61 per cent of 
the total dollar amount were underwrit- 
ten, while eleven issues (39 per cent in 
amount) were not underwritten. 


AKING up the question of the 

method of obtaining underwriters: 
the use of competitive bidding for 
mortgage bond issues now seems to be 
pretty thoroughly established, at least 
so far as commission policy is con- 
cerned, as only one issue was sold on a 
negotiated basis—$18,000,000 Southern 
Union Gas first sinking-fund debenture 
2is, which had a Baa Moody rating. 
Among the debenture and note issues, 
however, there was a greater tendency 
towards the negotiation method—four 
issues totaling $46,000,000 were nego- 
tiated while ten totaling $298,000,000 
went the competitive bidding route. In 


the preferred stock list the tendency to- 
ward negotiated deals went much 
further, about three-quarters of the 
amount ($266,000,000) being under- 
written by this method. Of the nego- 
tiated deals seven were on an exchange 
basis, three were subscription offerings, 
and eighteen were straight sales. 
Among the common stock offerings 
24 per cent were subscriptions not un- 
derwritten, but of the remainder about 
three-quarters were negotiated deals and 
one-quarter submitted to competitive 
bidding. (There was a greater tendency 
toward negotiation among the subscrip- 
tion offerings than in the straight sales.) 
The offerings not underwritten were 
usually offered to stockholders with 
valuable “rights,” so that a heavy sub- 
scription was insured by brokers’ 
arbitrage operations. 
Very few convertible issues were 
offered in 1950. There were apparently 
no new convertible debentures, but four 
convertible preferred stock issues were 
offered, as follows: 
$6,300,000 El Paso Natural Gas $4.25 
Preferred 

8,900,000 Brooklyn Union Gas 4% Pre- 
ferred 

3,300,000 Tide Water Power $1.35 Pre- 
ferred 

20,000,000 Texas Eastern Transmission 

4.58% Preferred 


M°s mortgage bond issues carried 
the usual one per cent sinking fund 
(sometimes starting a few years in the 
future) ; in many cases, however, this 
requirement can be satisfied with cash, 
bonds, or property. The use of man- 
datory cash sinking funds (not to be 
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1950 ELECTRIC AND GAS UTILITY FINANCING 
(Millions of Dollars) 


New Money 


Bonds Sold to Public 

Sold Privately 
Preferred Sold to Public 

Sold Privately 
Common Sold to Public 
Offered to Stockholders 
Not New Issues 
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satisfied through property additions) re- 
mained a feature with natural gas issues 
and some electric utility debentures, but 
institutions apparently did not insist on 
sinking funds for preferred stocks as 
they occasionally have in the past. The 
$49,000,000 Commonwealth Edison de- 
bentures are to be retired $1,000,000 
annually, leaving only $1,000,000 at 
maturity. The $25,000,000 United Gas 
first 2$s will be compietely retired by 
the semiannual sinking fund. The 
$18,000,000 Southern Union Gas first 
mortgage 2}s are to be completely re- 
tired by a 4 per cent annual sinking 
fund. The $11,000,000 Equitable Gas 
debenture 3$s carry a sinking fund to 
retire the issue by maturity. The two 
large issues of Columbia Gas debenture 
3s (aggregating $200,000,000) each 
carry annual sinking funds to retire a 
substantial portion of the issue by 
maturity, and the Panhandle Eastern 
Pipeline debenture 2s will also be 
largely retired by the due date. 

Among the few preferreds carrying 
sinking funds were the $6,300,000 El 
Paso Natural Gas convertible $4.25 pre- 
ferred and the $5,000,000 Interstate 
Power 4.70 per cent preferred, while 
the small issue of Tide Water Power 
$1.35 convertible preferred carried a 
sinking fund of 24 per cent of income 
available for common starting in 1961. 
There may have been several other 
issues among those privately placed with 
institutions. 


HE Irving Trust record is of par- 

ticular interest as furnishing the 
first practical test of the merits of com- 
petitive versus negotiated bidding. The 
bank’s notations of “C” or “N” do not 
indicate how the occasional seminego- 
tiated deals have been classified, and in 
a few cases the record is incomplete. 
However, an approximate tabulation in- 
dicates the following conclusions: 

In mortgage bond offerings there is 
no direct test between the two methods 
since practically all the business was 
competitive. But it is interesting to note 
that only 47 per cent of the dollar 
amount went “well” and 7 per cent 
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“fairly well,” while 5 per cent sold 
“somewhat slowly” and 41 per cent 
“slowly.” In other words, nearly half 
the amount of this financing met with 
a poor reception, which seems to in- 
dicate that competitive bidding is not 
the best approach to institutional sales. 
Too frequently the successful syndicate 
has “stuck its neck out” by making a 
rather high bid, and the institutions de- 
cide to play a waiting game in hopes 
that the syndicate will weaken and 
“break” the price. Among debentures 
and notes a comparatively small part of 
the dollar total was negotiated, so that 
here too there is no fair test; but again 
we note that over half the business was 
slow (being reported “C” or “D” by the 
Irving). 


oe to preferred stocks, which 
are usually considered somewhat 
“tricky,” we note that according to the 
bank’s records $221,000,000 issues han- 
died by the negotiated method were 
successful, while only $33,000,000 ap- 
peared to be slow. On the other hand, 
of the $80,000,000 handled competi- 
tively, the record was much the same 
as with competitive bidding on bonds— 
only a little over half were successful 
($18,000,000 were “well received,” 
$26,000,000 “fairly well received,” 
$5,000,000 “sold rather slowly,” and 
$31,000,000 “slowly’’). 

Among the common stocks the evi- 
dence seems to favor the prevailing 
practice of negotiated bidding—only a 
small percentage of the $268,000,000 
underwritten and negotiated sales meet- 
ing with a poor reception and none being 
classed as “slow.” Among the competi- 
tive issues, however, nearly one-third 
were considered slow. 

Perhaps 1950 was an abnormal bank- 
ing year because of the international 
situation, but nevertheless the figures 
are very interesting, and we trust that 
the Irving Trust Company will continue 
its compilations. 


om 
Fuel Costs 


HE maps on page 175, compiled 
by the Edison Electric Institute, are 
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of considerable interest as explaining 
some of the fairly wide fluctuations in 
electric generating costs and kilowatt- 
hour rates. The maps do not indicate 
clearly the hydroelectric areas, though 
these would be principally the sections 
which are blank on both maps. Some 
areas such as Florida depend largely on 
fuel oil. It is interesting to note that cost 
of natural gas per million Btu does not 
get as high as 30-35 cents except in a 
small area in southern California, al- 
though only high-priced coal is available 
in large areas along the Atlantic seaboard, 
as well as in the northern states. The 
map does not indicate what the cost of 
natural gas as fuel (from the new pipe- 
lines) would be in the eastern and 
northeastern states—some gas may be- 
come available as fuel during the sum- 
mer months, but would presumably be 
rather high-priced. 


Brokers’ Analyses of Utility 
Stock 


es & Co. has issued an analy- 
sis of Northern Indiana Public 
Service which we summarize as follows: 
The company operates in the area 
around Gary, Hammond, and East 
Chicago, which is active in the produc- 
tion of steel, machinery, electric equip- 
ment, automobile parts, etc. While the 
company was hard hit by the big depres- 
sion of the early 1930's, the study in- 
dicates that this would be unlikely to 
recur again because of stabilizing fac- 
tors such as unemployment insurance, 
union organization of labor, etc. In any 
event, the present armament demand 
should insure a high rate of production 
in steel and allied industries for some 
time to come. 

Until recently, Northern Indiana 
Public Service was principally a trans- 
mission and distribution company, pur- 
chasing over 70 per cent of its power 
requirements in 1949. Generating capac- 
ity at that time consisted of 14 small 
hydro plants and an old steam plant. 
A new 66,000-kilowatt unit was in- 
stalled last fall and a similar unit will 
be completed in the fall of 1951. Some- 


time ago it was estimated that the first 
new unit would save about $1,200,000 
a year in operating costs. Since the 
study was prepared, the company has 
estimated that 1950 calendar year earn- 
ings might amount to $1.97 if adjusted 
to a 47 per cent income tax rate and after 
allowance for an estimated 5 cents per 
share for excess profits taxes. (Joseph- 
thal had previously estimated pro forma 
earnings of $2.20 a share, giving full 
annual effect to new operating econ- 
omies.) The company’s earnings have 
increased steadily in the past five years, 
and should benefit from increasing in- 
dustrial activity in 1951, since industrial 
sales normally provide some 38 per cent 
of revenues. Economies from the new 
plant to be installed next fall are esti- 
mated at $1,000,000 or about 17 cents a 
share after taxes. Moreover, the number 
of house-heating customers is expected 
to double, improving the earnings of 
the gas division, which has been con- 
tributing about 40 per cent of operating 
earnings. 

The company formerly estimated that 
some $20,000,000 additional capital 
would be necessary in 1951-52 to finance 
the $38,000,000 construction program, 
but these figures may have to be re- 
vised upward. This may involve dilution 
of the common stock but on the other 
hand it will increase the EPT base 
(under either the invested capital or 
average earnings alternatives). 


OHN C. FEeEtey of Paine, Webber, 

Jackson & Curtis has prepared a 
memo on Niagara Hudson Power, said 
to be the largest electric utility in the 
country, based on kilowatt-hour sales. 
While the company serves a heavy in- 
dustrial load in important cities of up- 
state New York, the manufacturing 
industries are quite diversified and the 
area also includes rich farm territory. 
About 38 per cent of revenues are 
electric and of the latter 37 per cent 
reflects industrial business. The com- 
pany is now changing over to natural 
gas (the transition is about completed 
in that portion formerly served with 
manufactured gas) and the gas divi- 
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sion’s deficits of the recent past should 
now be changed to net gains. Some 49 
per cent of the company’s generating 
capacity is now steam and 41 per cent 
hydro, while 10 per cent of the power is 
purchased. The expansion of steam- 
generating facilities is continuing and 


the company is hopeful of eventually 
obtaining additional hydro power from 
Niagara Falls. Earnings for the calendar 
year 1950 are estimated at $2 and it is 
considered unlikely that the company 
will incur any excess profits tax in 1950 
or 1951. 
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INE, WEBBER also issued a bulletin 

on General Public Utilities. The 
company directly controls Jersey Cen- 
tral Power & Light, New Jersey Power 
& Light, Metropolitan Edison, and 
Northern Pennsylvania Power, while 
the subholding company, Associated 
Electric, controls Pennsylvania Electric 
and the Philippine properties. Eventual 
disposal of Manila Electric seems prob- 
able, after which Associated Electric 
could be eliminated as a subholding com- 
pany. Remaining subsidiaries in Penn- 
sylvania and New Jersey are fully inter- 
connected and the parent company is 
hopeful that the SEC will permit their 
retention intact. About $55,000,000 was 
spent for construction in 1950 and 
$50,000,000 is budgeted for 1951. The 
Central Bank of the Philippines recently 
authorized Manila Electric to resume 
interest and dividend payments for the 
first time since 1941, at an annual rate 
of $2,100,000 but subject to an 18 per 
cent Philippine withholding tax (which 
can be recouped by deduction from 
U. S. income taxes, it is reported). 

Geyer & Co., Inc., has prepared a 
review of five over-counter utility stocks 
—Central Illinois Public Service, Ken- 
tucky Utilities, New England Gas & 
Electric, Northern Indiana Public Serv- 
ice, and Wisconsin Power & Light Com- 
pany. 

C= Iturnors Pusiic SERvICE’s 

earnings for the calendar year 1950 
are estimated at $1.68. The company is 
said to be planning an offering of new 
stock on a 1-for-10 basis in the near 
future ; no other equity financing should 
be required through 1953, and by the 
end of that year an equity ratio around 
33 per cent is anticipated. Sale of addi- 
tional stock would dilute 1950 estimated 
earnings to around $1.53. EPT (if any) 
would probably not amount to more than 
2 cents or 3 cents a share. 

The company has enjoyed rapid 
growth in the last decade, revenues 
having increased 114 per cent compared 
with 101 per cent for the industry, and 
further gains are anticipated in a war 
economy. A new 60,000-kilowatt unit 
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is scheduled for current installation and 
a similar unit in the fall of 1952, at 
which time nearly two-thirds of the 
generating facilities would be modern, 
permitting a high degree of operating 
efficiency. The stock has been selling 
recently around 16, to yield about 7} 
per cent. 

Kentucky Utilities has officially esti- 
mated its calendar year earnings at 
about $1.60, and this amount will prob- 
ably be exempt from EPT. Kilowatt- 
hour sales have increased 162 per cent 
since 1940 against the national average 
of 111 per cent. Further reductions in 
operating costs are expected from new 
generating facilities; a 30,000-kilowatt 
unit is scheduled to go into operation 
next July. Geyer & Co. estimates that 
earnings might increase by 20 cents 
a share next year because of the larger 
generating capacity, which will help to 
eliminate high-cost power purchases. 
The company has provided for financing 
all necessary construction through 1951. 
The stock, around 14, yields about 7} 
per cent on the $1 dividend rate (in- 
creased in 1950 from 80 cents). 


N™ Encitanp Gas & ELECcTRIC is 
earning about $1.45 and the EPT 
exemption is estimated by Geyer & Co. 
at $1.90. A new steam-generating unit 
was added in July last year, and another 
should be completed this month. This 
will permit the company to discontinue 
the purchase of high-cost power from 
Boston Edison, with economies esti- 
mated at about 25 cents a share. In 1952, 
when nautral gas becomes available in 
this area, another 34 cents a share might 
be saved in the gas division. Thus Geyer 
& Co. estimates that earnings might 
climb to $2 a share on the present stock, 
which, however, would be lowered to 
$1.70 if and when the convertible pre- 
ferred stock is exchanged for common. 
The stock is selling around 144 to 
yield about 7 per cent, based on the $1 
dividend rate. 

Geyer & Co.’s analysis of Northern 
Indiana Public Service largely dupli- 
cates that of Josephthal (reviewed 
above). Geyer estimates that the com- 
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pany should develop earning power of 
about $2 a share, assuming a 47 per 
cent income tax rate and complete con- 
version of the preferred stock. The 
stock has been selling around 21 to 
yield 6.7 per cent. 

Wisconsin Power & Light is ex- 
pected to eliminate high-cost purchased 
power by next June, when a 60,000- 
kilowatt steam unit should be completed. 
Earnings for the calendar year 1950 are 
estimated at $1.60 a share, and 1951 
earnings should benefit by the use of the 
new steam unit, improved water condi- 
tions, and availability of natural gas. 
The EPT exemption is estimated at 
about $1.65. Geyer & Co. anticipates an 
increase in the $1.12 dividend rate in 
1951, since the surplus charge for in- 
tangibles should be completed this year. 


k= & Co. has prepared a memoran- 
dum on Shawinigan Water & 
Power, one of the largest producers of 
hydroelectric power in the world, with 
about 1,400,000 horsepower on comple- 
tion of present construction. Because of 
the low rates in this area, many indus- 
tries have located there—pulp and 
paper, aluminum, cotton and rayon tex- 
tiles, asbestos, electrochemical compa- 
nies, and a new titanium smelter. The 
company’s business is largely wholesale 
under long-term contracts, which makes 
for stability and relative freedom from 
burdensome regulation. The capital 
structure is about 56 per cent debt, 11 
per cent preferred stock, and 33 per 
cent common stock equity. Dividends 
have been paid continuously since 1907. 

The company has two important non- 
utility subsidiaries—Shawinigan Chem- 
icals and Shawinigan Engineering Com- 
pany. The chemical company produces 
carbides, chemicals, stainless steel, and 
alloys. A major product is acetylene, 
which is used in the manufacture of 
solvents, plastics, artificial rubber, and 
the new synthetic fibers projected by 
Du Pont, Union Carbide, and Mon- 
santo. (Shawinigan Resins Corporation 
is jointly owned by Shawinigan and 
Monsanto.) Shawinigan Chemicals has 
recently engaged in research on the rare 


metals used in atomic energy, jet pro- 
pulsion, etc. 

In the nine months ended September 
30th, utility earnings were $1.21 a share 
versus $1.15 in the corresponding pre- 
vious period. Kerr & Co. estimates that 
including earnings from newly con- 
structed plants, and making various pro 
forma adjustments, annual utility share 
earnings might equal $1.75. Earnings 
from the chemical companies (now 
around $3,000,000) might advance to 
$4,000,000. 

Sd 


St. Joseph Light & Power 


le a table which appeared on page 889 
of the December 21st FortTNIGHTLY, 
St. Joseph Light & Power was listed as 
having earned 3.9 per cent in excess of 
6 per cent on the estimated rate base in 
1949—a total of 9.9 per cent. This latter 
figure should be corrected to 6.5 per cent. 

As explained in the article accompany- 
ing the table, the basic figures were de- 
rived from ratios published in the 1950 
Moody’s Manual, with slight adjust- 
ments to allow for inclusion of working 
capital in the rate base. We regret to 
find that Moody’s figures for St. Joseph 
Light & Power were not up to date. As 
shown on pages 1222-23 of the Moody’s 
Manual, the 1949 “net earnings” of St. 
Joseph were stated as $1,222,237, and 
this figure was used by them to derive 
“per cent net operating earnings to de- 
preciated fixed assets” of 10.36 per cent 
(page 1224). The “net earnings” figure 
was based on an obsolete and misleading 
income account setup (not used by 
Moody for other utilities) in which non- 
operating earnings were included with 
revenues, and Federal and state income 
taxes were placed below “net earnings” 
along with “fixed charges.” On a correct 
setup net operating income for 1949 
would have been $805,960. The net plant 
account was $11,801,812, and adding 5 
per cent for working capital the esti- 
mated rate base would approximate 
$12,400,000. On the basis of the cor- 
rected figure for net operating income, 
the ratio to the estimated rate base would 
be 6.5 per cent and not 9.9 per cent. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


149/ 51 Indicated Share Earnings# Price- 


rice Dividend “pee. Current Previous % In- Ratio 
About Rate teld Period Period crease Earn. 
Natural Gas—Retail 
Arkansas Natural Gas.... $ .60 5.5% $1.26d $144 D6 87 
Atlanta Gas Light 1.20 5. 2.23je 182 23 10.3 
Central Elec. & Gas 1.17s 1.02 15 i 
Columbia Gas System 1.15s 81 42 
Consol. Gas Util 1.48ju 1.72 D14 
Consol. Nat. Gas 4.69s 3.51 
Equitable Gas 2.15s -- 
Houston Nat. Gas 1.06ju 1.45 
Indiana Gas & Water 2.14n 1.73 
Kansas-Neb. Nat. Gas.... 1.63d 1.55 
Laclede Gas 80s .67 
Lone Star Gas 2.15s 1.74 
Minneapolis Gas 1.55s .86 
Mission Oil 3.60d 2.05 
Mobile Gas Service : 
Montana-Dakota Util. .... 
National Fuel Gas 
National Gas & Oil 
Okla. Natural Gas 
Pacific Lighting 
Pacific Pub. Serv 
Peoples Gas L. & Coke.... 
Rio Grande Valley 
Rockland Gas 
Southern Union Gas 
Southwest Nat. Gas 
United Gas 
Washington Gas Light.... 
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Natural Gas—Wholesale & Pipeline 
American Natural Gas.... 28 
Commonwealth Gas 

El Paso Nat. Gas 25 
Interstate Nat. Gas 

Mississippi River Fuel.... 
Missouri-Kansas P.L...... 
Mountain Fuel Supply.... 
Northern Nat. Gas....... 
Panhandle East. P.L...... 
Southern Nat. Gas 

Tenn. Gas Trans 

Texas East. Trans 

Texas Gas Trans 
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Manufactured Gas—Retail 
Bridgeport Gas 

Brockton Gas Lt 
Brooklyn Union Gas 
Hartford Gas 

Haverhill Gas Lt 
Jacksonville Gas 

Kings County Ltg. ...... 
New Haven Gas Light.... 
Providence Gas 

Seattle Gas 

United Gas Improvement. . 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


1/9/51 Indicated Share Earnings# Price- 
rice Dividend Approx. Current Previous %In- Earn. Div. 
About Rate Yield Period Period crease Ratio Pay-out 


Communication Companies 
Bell System 
Amer. Tel. & Tel. ........ $9.00 . $11.98ag* $8.91* 34% 12.6 
Cinn. & Sub. Bell Tel..... 4.50 . 4.80d 3.76 28 15.2 
Mountain St. T. & T 6.00 . 7.02s 6.86 2 144 
New England Tel 4.75 ; 11.36s 5.85 94 8.5 
Pacific Tel. & Tel 7.00 : 8.65n* 6.32* 
So. New Eng. Tel 1.80 : 2.05d 1.91 


Averages 


Independents 

Central Telephone $. ‘ $1.23s $1.18 
General Telephone . é 2.11s 1.55 
ae 5 . 4.69d 4.71 
POCREMET TE. 200s csces : ' 1.62ag _ 


ransit Companies 
Chaicagoe So. & S.B....... i $ .91d $1.40 
Cinn. St. Ry. ’ ; 77 
, : ° 2.27 
Duluth Sup. Trans........ : 44 
Greyhound Corp. ........ d . 31s 1.35 
oo eS S. ee — 
Los Angeles Transit ‘ . i .93 
Nat. City Lines . . : 1.97 
St. Louis P.S. A d ' d .70 
Syracuse Transit 4 i 1.40 
United Transit Q 13 
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Water Companies 

Holding Companies 
Amer, Water Works .... 
N. Y. Water Service 
Operating Companies 
Bridgeport Hydraulic .... 
Calif. Water Serv 
Elizabethtown Water .... 
Hackensack Water 
Indianapolis Water 
Jamaica Water Supply.... 
Middlesex Water 

New Haven Water 

Ohio Water Serv 

Phila. & Sub. Water 
Plainfield Union Wt 

San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 

West Va. Wt. Service.... 


z 


1.63s 


& 


$1.57d 
2.62n 
8.37d 
3.35d 
1.33d 
1.76s 
4.87d 
3.45d 
1.67je 
3.49d 
5.09d 
2.95n 
1.14s 
73s : 
2.35d 2.21 
1.22s 1.38 D12 
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Averages 5.9% 


D—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. **Also 25 per cent stock 
dividend. #In order to facilitate comparisons, earnings are calculated on present number of 
shares outstanding, except as otherwise indicated. (a) Stock dividend of 50 per cent payable 
July 1st, and cash of 10 cents payable same date (on new stock); 25 cents paid in 1949. 
(b) Also 10 per cent stock dividend. d—December, 1949. m—March, 1950. ap—April. my—May. 
je—June. ju—July. ag—August. s—September. o—October. 
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Big Business Sabotaged 


Te importance of codperation among 
big business, small business, and the 


government in any defense production 
effort was pointed out recently by Henry 
B. du Pont, vice president of the E. I. 
du Pont de Nemours Company before 
the annual banquet of the chamber of 
commerce in Tulsa, Oklahoma. He said: 


In Korea the American soldier has 
proved himself to be as courageous and 
resourceful as ever. He performed well 
under fine leadership. But, no matter 
how great the bravery, the training, 
and the stamina of the individual fight- 
ing man or the number of troops his 
country can muster—modern wars are 
won in the end by that country which 
has the largest, the best organized, and 
the most capable industrial machine. 
To have a second-best production ma- 
chine is like having a second-best Navy, 
pretty good up until the time that it is 
destroyed. This was proved in World 
War I and again in World War II. 


The chemical industry executive stated 
that we need have no fears as to the in- 
ventiveness and productivity of Ameri- 
can industry. He added that ten years ago 
we faced another crisis, with demands 
that went far beyond anything ever heard 
of at that time. He recalled that some of 
the early estimates of military needs 
seemed staggering, and yet before the 
war was over the goals had long since 
been exceeded and even larger quotas 
were being met every day. 

He then stated: 


It was a tremendous effort. It was 
an effort which required the codpera- 
tion and teamwork of large industrial 
organizations, small businesses, labor, 

ment; men and women in all 
walks of life. 
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HETHER the present emergency 
will prove to be one of similar or 
even greater proportions, we do not yet 
know. It is obvious, however, that the 
crisis we face is as great as any in our 
nation’s history. It is possible that mili- 
tary spending may equal or even exceed 
that of the last war, the speaker added. 
Du Pont then turned to the present 
emergency. He pointed out that much of 
this program is, at present, in the planning 
and blueprint stage, and added that many 
of these prime defense contracts will un- 
doubtedly be placed with big companies. 
He observed that there is little doubt that 
there will be criticism that so many con- 
tracts have been placed with big compa- 
nies. He continued that such statements 
are false and misleading. They presume 
that we have two opposing forces in our 
industrial system, in which the large com- 
pany—big business—is on one side and 
the little company, or small business, on 
the other. They presume that the two 
camps are in violent competition with one 
another for favors from the government 
in the way of defense contracts. 

He admitted that 75 per cent of the 
World War II prime contracts went to 
the 100 largest companies despite the fact 
that the government made a determined 
effort to channel war orders into the 
hands of small business. But it is not 
true that this condemned the small busi- 
nessman to sit on the side lines and watch 
the show. He continued: 


The facts are that the military au- 
thorities do not place the major respon- 
sibilities for defense contracts on the 
large corporations because they have 
any particular affection for big busi- 
ness, or any lack of confidence in small 
business. Their objective is simply to 
get big jobs done quickly and efficiently 
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by whatever business unit is best fitted 
to do the job. They know, and the 
critics apparently ignore the fact, that 
when a contract is placed with such 
companies as General Motors, or Gen- 
eral Electric, or Du Pont, it really acti- 
vates an entire chain of operations in 
which companies of all sizes and all 
descriptions participate. 


HE speaker added that the large com- 

pany is selected to handle big jobs 
because it has the resources and organ- 
izational experience to muster and direct 
man power and technology from hun- 
dreds of different sources and funnel 
them all into the project. It organizes the 
work, delegates responsibility down the 
line, and procures services and materials 
as they are needed. He then said: 


No, I don’t think you can show that 
the big firms took advantage of the 
small or that the small were shouldered 
out of the way in the pay line. Rather, 
all of us lined up together and did the 
job together as a team. ... 

It seems to me that the answer lies 
in the conditions under which our in- 
dustry has developed. Under the tra- 
ditional American system, we have 
enjoyed a measure of economic free- 
dom unknown in other nations. 


He then traced the history of individual 
accomplishment in a country of free men. 
Du Pont pointed out that individual free- 
dom has provided the initiative through 
which Americans have developed their 
business units to whatever size was re- 
quired for maximum efficiency in pro- 
ducing what people wanted. Because the 
demands of the people for more and bet- 
ter goods have grown so enormously, the 
size of the business units necessary to fill 
these demands has had to grow as well, 
so today we have some very large com- 
panies—“the companies which have be- 
come known as Big Business.” He con- 
tinued : 


Big business is the direct result of 
big demands. The American people are 
not content with a standard of living 
that prevails in most parts of the world. 


They need and want many things that 
a small business working alone could 
not hope to give them—automobiles, 
mechanical appliances of all kinds, huge 
quantities of electric power, fast trans- 
portation by air and rail, a great variety 
of clothing. These are things that can 
be produced only by mass production, 
and mass production calls for large 
operating units. 


E went on to say that through the 
big companies the savings of thou- 
sands of investors have been put to work, 
supplying the capital and creating the 
large technical organizations which make 
these new developments possible. Yet 
this by no means excludes the smaller 
companies with smaller numbers of in- 
vestors from the show—they find their 
most useful and profitable opportunities 
in those jobs which can best be done by 
smaller organizations. 
Du Pont then announced : 


Therefore, if I were a Communist 
spy, assigned by the Kremlin to come 
over here and head up a program to 
do the maximum harm to the United 
States, my study of the situation would 
clearly show that the best way to hurt 
this country’s defense effort would be 
to sabotage its industrial system. 

Now sabotage is a word that is usu- 
ally applied to an act to harm some 
vulnerable part of a plant’s equipment. 
In times of war, nations are always on 
the lookout for it, and adequate precau- 
tions are taken to safeguard against 
trouble. As a result, acts of violence to 
vital installations or to machinery and 
equipment are extremely rare. . . . To 
accomplish effective and permanent 
damage I would plan a subtle campaign 
to turn the public against the Ameri- 
can business system and to create dis- 
sension in the business machine itself, 
so that the various elements would be- 
gin to quarrel with each other instead 
of being partners and teammates. 


E added that it would be very effec- 

tive if he could influence small busi- 
nessmen and people in various walks of 
life to become increasingly suspicious and 
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critical of the big business units. He went 
on to say that it would be most gratifying 
if these suspicions could be turned into 
political issues which would result in op- 
pressive taxation and discriminatory 
regulations for the big concerns and the 
government ownership of important in- 
dustries. Du Pont continued: 


My investigations would have indi- 
cated that there are already many peo- 
ple, most of whom consider themselves 
sincere Americans, who are suspicious 
and critical of big business and wealth 
in any form. So, my undercover or- 
ganization would seek every oppor- 
tunity to give such people support and 
encouragement so that they would in- 
crease in numbers and influence. 

I would work deep down in the very 
fabric of American life. I would plant 
germs of propaganda in such organ- 
izations as parent-teachers’ associa- 
tions, women’s auxiliaries, church or- 
ganizations, welfare organizations, 
farm groups, and others. 


He went on to say: 


Soon I would have lots of people 
unwittingly giving me their help in 
the campaign. These people would not 
be Communists and no attempt would 
be made to swing them over to com- 
munistic thinking. The Communists 
don’t worry about swinging Ameri- 
cans over to their political belief. They 
don’t care how many of us are Com- 
munists, Socialists, Democrats, or Re- 
publicans. All they want is to have the 
United States weakened and they know 
it can be accomplished more quickly 
and easily by influencing loyal Ameri- 


cans to become misguided in their 
thinking and adopt measures that 
would put our country in the same 
plight as Great Britain. 


H' noted that the stories he would 
spread would sound very plausible 
to the uninformed. He added that he 
would have all kinds of people going 
about telling their neighbors, for instance, 
that big companies are bent on driving 
the little fellows out of business; that 
they arbitrarily fix prices ; that they sup- 
press inventions; that they make exor- 
bitant profits; that they hold the power 
of life and death over small business. He 
further stated: 


I would like that word “power.” 
It sounds so satisfactorily sinister and 
I wouldn’t have to explain what it 
means. 

Then, if this program of propaganda 
resulted in legislation to break up large 
units of American business and to pro- 
vide for government ownership of basic 
industries, think of the delight back in 
the Kremlin. My stock in Red Square 
would stand pretty high. Perhaps my 
picture would be displayed alongside 
of Uncle Joe’s. 


He concluded by noting that if, after 
many months of campaigning, he found 
that the American people were not being 
fooled, that they were not forsaking the 
principles which made their country 
great, and that they were not returning 
to public office men who advocate meas- 
ures which would lead us right down 
the road to Socialism, he would have to 
report that the United States was unbeat- 
able. 





Transmission Line Debate 


AN the curtain was about to go down on 
the 81st Congress, the Senate found 
itself in controversy over the question 
of permitting a Federal agency (Interior 
Department) to build a power transmis- 
sion line from the Federal Buggs Island 
dam on the Roanoke river to Langley 
Field, Virginia. A privately owned util- 
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ity (the Virginia Electric & Power Com- 
pany) had offered to carry the power to 
the establishments at Langley Field in 
connection with the company’s existing 
lines to the field. 

Time was running out on the Senate 
when the question arose, and the Sup- 
plemental Appropriation Bill, of which 
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this appropriation was a part, was a 

measure. The Senate finally 
voted 43-41 to allow the Interior funds 
for the construction of the line. Some 
excerpts from the debate in the closely 
divided Senate follow. 

Senator Hayden, Democrat of Arizona, 
favored passage of the amendment only 
as a tool to use in negotiating with the 
utility : 

Mr. Haypen. If Congress arms the 
Department of the Interior with the 
money to build this line, we shall, in my 
judgment, get from the Virginia Elec- 
tric & Power Company a satisfactory 
agreement to wheel and distribute the 
power at a reasonable cost, an arrange- 
ment which will materially reduce the 
price paid by the government hereto- 
fore for power at Langley Field. 


ere ey Rosertson, Democrat of Vir- 
ginia, expressed the views of the 
Virginia delegation : 

Mr. Rosertson. Mr. President, the 
Senator, of course, knows that the 
Senators from Virginia, North Caro- 
lina, and other states are very much 
opposed to this item, yet all of us have 
been disturbed by the statement of the 
distinguished chairman of the com- 
mittee that unless the Senate recedes 
he feels that there will be little chance 
of completing action on this bill. Cer- 
tainly every member of the Senate 
wants to put the defense needs first. 
Senators do not want to delay for one 
day, much less for a month, the letting 
of a contract, if such delay would in- 
volve bringing forward a new bill at 
the next session and holding the nec- 
essary hearings thereon. 

The distinguished Senator from Ari- 
zona has said, if I understood him cor- 
rectly, that if we get a satisfactory 
contract from the Virginia Electric & 
Power Company to wheel the power 
from Buggs Island to Langley Field, or 
wherever the government might want 
it delivered, he does not think this 
money should be spent for a govern- 
ment transmission line to parallel the 
existing lines of a tax-paying utility. 
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Mr. Haypen. Mr. President, in 
substance, I agree with what the Sena- 
tor says. In the absence, however, of 
authority to build the transmission line, 
this company has shown no indication 
of doing anything even resembling a 
fair wheeling agreement. If we get a 
fair wheeling agreement, we ought to 
treat them just as we did the Okla- 
homa and Texas power companies, just 
as we have treated the Colorado power 
companies, and the Montana power 
companies. If the contract is advan- 
tageous to the government, if we can 
get a rate which will move the power 
to the preferred customers of the gov- 
ernment—and Langley Field is, of 
course, the outstanding preferred cus- 
tomer—it will save the government 
money; it will avoid the necessity of 
constructing a new transmission line. 
If the private company will deliver the 
power in necessary quantities when- 
ever it is needed and at a reasonable 
price, there would then be no necessity 
of making this appropriation. But I 
say the government must have the abil- 
ity to build the transmission line in 
order to assure that it gets the kind of 
contract which should be written. 


Robertson then restated his under- 
standing of the Hayden proposal: 


Mr. Rosertson. Would it be a fair 
statement of the Senator’s position to 
say that, if those of us who are putting 
defense needs first do not continue this 
fight, but yield to the proposal, as I 
understand made by the distinguished 
Senator from Arizona, that there will 
be a moral obligation upon the De- 
partment of the Interior not to spend 
this money until it has determined 
whether it can obtain a desirable con- 
tract? 

Mr. Hayven. That is exactly what 
was stated, in all the other cases. 


] ageeney then took the floor and ex- 
plained the circumstances surround- 
ing the measure: 


Mr. Rospertson. Mr. President, I 
should like to summarize the issues 
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involved. We are having a power plant 
built at Buggs Island, which is partly 
in Virginia and partly in North Caro- 
lina. It has been a long pull to get the 
plant built. It was sponsored by the 
Roanoke River Development Basin. 
Every sponsor and every supporter of 
the program contemplated that the 
power would be used in the basin. 
On December 12th, before the House 
acted, the Virginia Electric & Power 
Company offered a new contract to the 
government at Langley Field. They 
testified before us that in their opinion 
the rates under that contract were less 
than the contract offered by the South- 
eastern Power Administration. On 
December 20th, the power company 
wrote a letter to Langley Field and 
said, “Since we offered you this agree- 
ment on December 12th you have re- 
ceived a proposal from Southeastern. 
We will give you the exact terms that 
Southeastern has offered to you.” 
That is the reason we asked the 
Committee on Appropriations not to 
appropriate the money in the present 


they will keep in mind that we have 
before us a $20 billion supplemen- 
tal appropriation bill for defense pur- 
poses. The amendment now under dis- 
cussion provides funds for a first 
instalment of some $7,000,000 for the 
construction of parallel transmission 
lines from Buggs Island generating 
plant to Langley Field, for the purpose 
of supplying electric energy to a gov- 
ernment defense installation at Lang- 
ley Field. 

Two offers have been made by the 
Virginia Electric & Power Company. 
The undisputed testimony before the 
committee was that the total necessity 
at Langley Field could be met by the 
Virginia Electric & Power Company 
from generating sources which it now 
has in existence or under construction, 
at a time prior to the time the electricity 
woukl be needed, for less money than 
the Federal government could supply 
it from Buggs Island. 


RDON then indicated his support of 
the Hayden proposal that the In- 


terior Department make every effort to 
negotiate with the utility before building 
the transmission line: 


emergency, particularly in view of the 
scarcity of copper. 


The Virginia Senator continued : 


. . . We must finish action on the bill 
today. I merely wish to say that if in 
the present emergency we are forced 
to compromise in behalf of our defense 
on a principle for which we have stood 
I hope it will be clearly understood 
that there will be no shilly-shallying 
with us by the Department of Interior 
if we say, “You are not to spend this 
money until we have seen whether you 
can get a suitable contract.” We expect 
them not to spend the money until such 
time, and the contract has already been 
offered. 


The Senator from Arizona (Mr. 
Hayden) and I have worked on these 
problems time after time. I join with 
him in voicing the hope that when this 
money is made available the Interior 
Department will understand that it is 
made available solely for the purpose of 
building lines if the contracts men- 
tioned cannot be executed. When we 
say that we mean contracts based upon 
the Texas, Oklahoma, Colorado, and 
Montana wheeling contracts. That does 
not mean giving control over govern- 
ment power to anyone but the United 
States government. The people get the 
benefit of the power just as they would 
if the government were to spend its 


Gan Cordon, Republican of Ore- 
gon, spoke in opposition to the 
amendment but stated that he would sup- 
port the bill and the amendment in order 
to expedite passage of the bill. 


Mr. Corpon. Mr. President, I wish 
to say first to my colleagues that I hope 
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dollars to do the same thing. 

Having made that statement, I shall 
not oppose the motion, although I re- 
gret that we do not have time to pre- 
sent the entire case and reach a decision 
which, in my opinion, the facts warrant. 
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Senator Hoey, Democrat of North 
Carolina, discussed the matter in part 
as follows: 


I am opposed to the government 
building transmission lines or engag- 
ing in private business anywhere if 
private enterprise will meet the condi- 
tions and respond to the needs. 

The Senator from Arizona (Mr. 
Hayden) has very strongly stated the 
position of the Senate with reference 
to the other contracts. I believe that 
the same policy should be pursued in 
this case. At this time I shall not op- 
pose adopting what the House has 
done, because I think to do otherwise 
would jeopardize the entire appropria- 


with the government’s money he will 
notify the Senate, and wait at least 
thirty days? Can the Senator obtain 
such an understanding so the Senate 
may act today on the emergency legis- 
lation ? 

Mr. McKe rar. Mr. President, I 
have not talked with the Secretary of 
the Interior at all on the subject. 

Mr. Fercuson. Can the Senator talk 
to him and come back to the floor with 
an answer? 

Mr. McKe tar. I do not think so. 
We have just a few minutes left. If 
the Senator wants to vote against the 
report, he can do so; that is all. 


The issue was forced to a record vote 


tion bill. However, I think it ought to when Senator Bridges, Republican, of 
be distinctly understood that the mind New Hampshire, closed the debate : 


and thought of the Senate is not that 
the government should go into private 
business and build transmission lines 
when private enterprise is willing to do 
it and wheel the power at a price com- 
parable to that which the government 
could achieve by its own action. 


nN the deadline for debate on the issue 
drew near, the following colloquy 
occurred between Senators Ferguson, 
Republican, of Michigan, and McKellar, 
Democrat, of Tennessee: 


Mr. Fercuson. Mr. President, the 
question I wish to ask the Senator from 
Tennessee is this : Would it be possible 
for the Senator from Tennessee to talk 
to the Secretary of the Interior and 
obtain from him an understanding that 
before he will proceed to build this line 


Mr. Brinces. Mr. President, the is- 
sue involved here is a question of pri- 
vate enterprise versus operation by the 
Federal government. In so far as public 
power is concerned, when private en- 
terprise refuses to give service for a 
comparable figure, then, of course, the 
Federal government is entitled to enter 
the field, and should do so. However, 
when private enterprise is willing to 
render the same service for a compara- 
ble price, in these days of war in Korea, 
when there is such a tremendous bur- 
den on the finances of the Federal gov- 
ernment, we have no obligation to have 
the Federal government enter the field, 
and, in my judgment, no right to have 
the government do so. That is the issue ; 
and on that issue I ask for the yeas 
and nays. 





abe, Vib are racing down a 4-lane super highway which 
terminates in Socialism whether you call it welfare 
state, collectivism, or something else. 

“If increasing taxes or deficits to meet continuously higher 
Federal expenditures is to be our course it is obvious that 
neither our system nor our form of government can endure... . 

“If the crisis is not met by expenditure reduction to a bal- 
anced budget without additional taxes, perhaps there are some 
who would prefer the British mess of Socialism as something 
more desirable than the free enterprise system.” 
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—Harry Fioop Byrn, 


U. S. Senator from Virginia. 
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The March of 
Events 


In General 


Safety Anniversary Noted 


4 > public utilities section of the Na- 
tional Safety Council, of Chicago, 
recently ended thirty-five years of serv- 
ice to the industry. 

At the time of organization, the acci- 
dent prevention problems facing the coun- 
cil and the newly formed utilities section 
would have dismayed less determined and 
persevering souls, according to H. S. 
Hannaford, general chairman of the ex- 
ecutive committee. 

In a brief statement on the anniversary, 
Mr. Hannaford said: 


. . . Looking back, we can take pride 
in the section’s record of outstanding 
accomplishment. In fact, the question 
often heard in some circles today is, 
“Have we reached the leveling-off 
point in the reduction of accidents ?” 

General trends show that 15 per cent 
of all accidents are due to failure of 
equipment while 85 per cent are due 
to the human element. The few that 
might be termed “acts of God” are 
negligible. 

Instead of making our problems non- 
existent or insurmountable, it seems to 
me that the need for reducing acci- 
dents by working with the human side 
of the problem is both stimulating and 
challenging. We must, of course, not 
weaken our efforts in connection with 
the failure of equipment, but the real 
“pay dirt” lies in the field of attitudes 
and behavior. 

We are facing a period of intensive 
mobilization, the ultimate end of which 
no one can predict. More than ever 
before, we need the best that is within 
us. The accomplishments of the public 
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utilities section in accident prevention 
during the recent war serve as an in- 
spiration. 


Closing his statement with an invita- 
tion to the public utilities to present their 
safety problems to the council, Mr. 
Hannaford also announced the appoint- 
ment of Frederick G. Harriman, safety 
manager of the New England Power 
Service Company, of Boston, as editor 
of the Safety News Letter of the public 
utilities section. 


Steel Capacity Reaches 
Record High 


N increase of more than 4,800,000 
tons during 1950 has raised the 
annual steel capacity of the nation to 
104,229,650 tons, an all-time high level, 
according to the American Iron and Steel 
Institute. 

The new capacity figure, as of January 
1, 1951, is an increase of 22,600,000 tons, 
or nearly 28 per cent, since 1940, and a 
gain of almost 13,000,000 tons since 1947, 
the institute said, adding that the indus- 
try’s blast furnace capacity, now rated at 
72,471,780 tons, has risen more than 6,- 
700,000 tons since 1947, 

The amount of increase in steel capac- 
ity last year was more than 1,000,000 tons 
greater than indicated in an announce- 
ment last October by Secretary of Com- 
merce Charles Sawyer on the basis of the 
best information obtainable then concern- 
ing the companies’ expansion and im- 
provement programs which have been 
greatly widened since the Secretary’s 
announcement. 

In addition to expansion of blast fur- 
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nace capacity, the industry plans expan- 
sion of coke-oven capacity and a number 
of new rolling mills. 

The new record high steel capacity as 
of January 1, 1951, is more than 2,000,- 
000 tons above the output of steel last 
year in all the countries outside the 
United States, as estimated by two re- 
sponsible steel trade publications, the in- 
stitute said. 


Tidelands Issue Revived 


ee the U. S. Supreme Court’s ruling 
of last year, sustaining the Federal 
government’s “paramount” rights to gas, 
oil, and mineral deposits beneath sub- 
merged coastal lands, there has been an 
upsurge of determination by oil state 
members of Congress to push through 
legislation which will nullify the high 
Court’s decision. 


OF EVENTS 


As this issue of the FoRTNIGHTLY went 
to press, more than a score of bills to re- 
turn tidal mineral rights to the coastal 
states had been introduced. It is to be ex- 
pected that another dozen will be 
“dropped in the hopper” in the not dis- 
tant future. 

In the meanwhile, sponsors of these 
measures are confident that they can ef- 
fect their passage by comfortable ma- 
jorities, while some are openly stating 
they have sufficient strength to override 
a presidential veto. Among them is Rep- 
resentative Ed Gossett (Democrat, 
Texas) who asked to be quoted: 


This Congress will pass—and over 
any presidential objection—a states’ 
rights gas and oil bill which will nullify 
the Federal steal which was sanctioned 
by the Supreme Court. 


Arizona 


PPD Draws Union Fire 


eyes of the Salt River Proj- 
ect Power District is using public 
ownership in an old-fashioned campaign 
of “union busting,” according to Daniel 
W. Tracy, president of the AFL Inter- 
national Brotherhood of Electrical Work- 
ers. Tracy made his charge in connection 
with a strike of approximately 1,200 
members of IBEW Local 266 of Phoenix, 
who are employed on the electric light 
and power system and irrigation proper- 
ties owned by the district. 

He said the labor dispute involved two 
issues: (1) the refusal of the public 
power district to continue a four-year-old 


collective bargaining agreement which 
was entered into between the IBEW and 
the private institution which previously 
operated the project ; and (2) the refusal 
of the public power district to make ade- 
quate correction of the present substand- 
ard wage scales of its employees. 
Claiming that it is a government in- 
stitution, the power district has sought a 
permanent court order enjoining the 
IBEW from trying to secure a collective 
bargaining agreement with the district 
which the employees had while the proj- 
ect was under private operation. The 
project was transferred to public opera- 
tion by Interior Secretary Oscar L. 
Chapman on October 4, 1949. 


California 


Fare Review Rejected 


_ state supreme court has rejected 
a petition for review of the increase 
in commuter fares over the Southern Pa- 
cific Railway between San Francisco and 
San Jose and intermediate points. The 
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increase was authorized last August by 
the public utilities commission. 

Petitions for review were filed by H. 
R. Whiting, Menlo Park attorney, and 
Myron D. Alexander, Palo Alto attorney. 
Both petitioners are commuters affected 
by the fare increase. 
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District of Columbia 


Transit Map Sales Pay Off 


OR a number of years, the Capital 

Transit Company, serving the na- 
tion’s capital and near-by Virginia and 
Maryland, has distributed, free of charge, 
a 24” x 334” guide map of its streetcar 
and bus lines. Attractively printed in 
three colors, the map has proved of great 
service to newcomers, as well as to the 
more than 500,000 tourists visiting Wash- 
ington annually. 

This year, because of sharply increased 
printing costs, the company decided to 
charge 10 cents per copy for the map. 
Accordingly, it was advertised in the 
company’s little giveaway semimonthly 


publication, Transit News, distributed 
only in company vehicles. Maps were 
made available, either by mail or at the 
company’s centrally located downtown 
office. 

Despite this charge for something 
which had been free for a decade, public 
response to the advertisement proved 
“more than gratifying,” according to 
Vice President E. C. Giddings. He re- 
ports that average weekly sales are near- 
ing the rate of distribution which pre- 
vailed when the maps were given away. 

Continued as a free publication is the 
company’s pamphlet “So... You Want 
to See Washington,” which lists 10 three- 
hour tours of Washington. 


Illinois 


Rate Increase Reaffirmed 


HE Illinois Commerce Commission 
has reaffirmed its order of August 
16, 1950, which authorized the Peoples 
Gas Light & Coke Company to increase 
its rates on gas sold to commercial and 
industrial users on an interruptible and 


off-peak basis. The increase was approxi- 
mately one-half cent per therm. 

On October 3rd, the commission 
granted the petitions for rehearing and 
heard additional testimony on October 
23rd and November 8th, at which time 
the case was taken under advisement. 


* 
Kentucky 


Rate Saving Reported 


HE director of law of the city of 

Louisville, Gilbert Burnett, in a re- 
cent report to the mayor, claimed con- 
siderable benefits would accrue to the city 
of Louisville as a result of recent gas and 
electric rate reductions. The case, which 
was conducted by the city’s own legal 
department, grew out of the conversion 
of the local gas supply from mixed to nat- 
ural gas. Both gas and electric service in 
Louisville is furnished by the Louisville 
Gas & Electric Company. As a result of 
conferences between the company and the 
city’s counsel and the staff of the public 
service commission of Kentucky, rate re- 
visions benefiting Louisville consumers 
approximating $588,000 were put into ef- 


FEB. 1, 1951 188 


fect pursuant to an order of the commis- 
sion dated November 27, 1950. 

The memorandum to the mayor noted 
the codperation among the state, city, and 
utility officials in working out the solu- 
tion. By way of comparison, it was ob- 
served that five years ago the city em- 
ployed outside talent and spent over $65,- 
000 in fees to prosecute a rate case which 
resulted in savings of less than $500. The 
report also pointed out that no other ma- 
jor commodity (as distinguished from 
utility service) has been reduced in price 
during the current inflationary era. 

The electric rates in Louisville under 
the new state commission order were said 
to be less than the rates in the four largest 
Tennessee cities served by TVA (for 100 
and 200 kilowatt hours). This compari- 
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son allows only for the deduction of the 
3}-cent Federal excise tax paid by the 
privately owned tax-paying Louisville 
utilities. It does not make any additional 
allowance for Federal income tax, state 
income tax, interest on bonds, and other 
charges which publicly owned and op- 
erated services escape. 


The report was prepared by Alan N. 
Schneider, assistant city attorney in 
charge of the rate negotiations. Compli- 
ments were paid to the state commission 
and to Charles W. Smith, chief accountant 
of the Federal Power Commission for 
valuable assistance in connection with the 
case. 


Massachusetts 


Utility Rate Increases, 
Decreases Compared 


ET increases of utility rates in the 
Bay state for the year 1950 
amounted to approximately $250,000, ac- 
cording to a compilation of rate cases for 
the year made by the Massachusetts De- 
partment of Public Utilities. Total in- 
creases were slightly over $1,500,000, 
while the total decreases in gas and elec- 
tric rates approximated $1,250,000 the 
compilation revealed. 

Bus and street railway systems secured 
approval of increases in fares totaling 
$599,660. One gas company received 
approval of new schedules affecting all 
customers to bring in $85,850 additional 
annual revenue. 

Approved increases on intrastate mes- 


sage rates will increase annual revenue 
for the Western Union Telegraph Com- 
pany by $10,329, and approved increases 
for the Railway Express Agency added 
up to $103,014 annually. 

As a result of investigation on its own 
initiative after an analysis of the 1949 
returns of electric companies operating in 
the state, reductions in the rates of 15 
were ordered, totaling $1,093,185. 

Fare increases approved by the DPU 
included $40,000 for the Northampton 
Street Railway; $20,000 for the Short 
Line, Inc.; and $1,545 for the Spring- 
field-Agawam Lines. 

Two electric companies which reduced 
their rates as a result of the DPU order 
were the Western Massachusetts Electric 
Company, $386,000, and the Northern 
Berkshire Company, $100,697. 


Nebiresiés 


Civil Defense Measure Would 
“Draft” Utilities 


OVERNOR Val Peterson (Republican) 

has proposed civil defense legisla- 

tion which would give his office control 

over public utilities in the event of all- 
out mobilization or total war. 


The bill, which he suggested in his in- 
augural message, follows the suggestions 
contained in the booklet “United States 
Civil Defense” issued from Washington. 

Under the proposed measure, the gov- 
ernor would be authorized to assume con- 
trol over all public utilities of the state 
in serious defense emergencies. 


Rh 
North Carolina 


Seeks River Development 


OcaL control of North Carolina power 
developed in connection with flood 
prevention on all major streams within 
the state was recommended by Governor 
Scott in his recent message to the state 
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legislature. Power thus generated, he 
said, should be distributed not by the gov- 
ernment, but by private utilities, munici- 
palities, and REA codperatives. 
Discussing public utilities. in his ad- 
dress, the governor called for continuance 
of progress in the power and telephone 
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fields. He also urged enactment of legisla- 
tion requiring all utilities to apply for 


franchises from the state utilities commis- 
sion. 


Tennessee 


New Utility Bills Offered 


UNICIPAL authorities of the Volun- 
teer state are interested in a new 
bill, introduced in the current session of 
the state legislature by Representative W. 
B. Foster, of Cookeville, which would en- 
able cities and counties to own and oper- 
ate natural gas systems and issue bonds 
for the financing of such systems. At pres- 
ent, natural gas systems are not included 
in the list of public works which munici- 
pal governments may own, operate, and 
finance through issuance of bonds. 


Another bill introduced in the current 
session by the Davidson county delega- 
tion would make utility districts which 
furnish water, electric power, and other 
services in certain sections of the state 
subject to supervision by the state rail- 
road and public utilities commission. 
There is some doubt that the measure 
would apply to REA-financed codpera- 
tives which, only recently, have been held 
by the National Labor Relations Board 
to be either in interstate commerce or 
public utilities or both. 


Vermont 


Power Planning Urged 


as omg power development must 


go hand in hand with economic 
development,” according to Governor 
Emerson in his inaugural message to the 
state legislature. He recommended (1) 
development of feasible power sites with- 
out doing injury to agriculture; (2) 
flood-control dams to store water for 
power purposes; (3) development of 
firm sources of power by tie-ins; (4) 
submission of data by utilities to the state 


public service commission of anticipated 
growth for the next decade, and plans to 
meet the growth; (5) authority to the 
state commission to determine and order 
where needed high-power transmission 
lines and system integration. 

Emerson also recommended that the 
state commission be authorized and in- 
structed “to make a study of the possi- 
bility of procuring natural gas by pipeline 
into Vermont and make a report to the 
governor thereon as soon as it is possible 
to do so.” 


Wisconsin 


Utility Rates Kept Below 
Other Prices 


UBLIC utility rates in Wisconsin have 

been kept well below the increases in 
other prices and the increased purchas- 
ing power of workers, according to John 
C. Doerfer, public service commission 
chairman. 

Chairman Doerfer said that taking 
1939 as 100, the cost of living in the 
United States as of September 1, 1950, 
is up 73.6 per cent. Compared to this, 
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telephone rates have advanced 40.3 per 
cent ; water rates are up 10 per cent; gas 
rates up 9.4 per cent ; while electric rates 
are down 6.1 per cent. 

During the same 11-year period, the 
chairman continued, food prices have 
moved up 120.6 per cent, factory wages 
have mounted 139.5 per cent, and build- 
ing costs have advanced 153.6 per cent. 

In a recent Madison speech, Mr. Doer- 
fer said that not all of the commission’s 
problems arise from regulating the so- 
called monopolistic utilities. 


190 





Progress of Regulation 


Natural Gas Company Places New Nondomestic 
Consumers on Interruptible Basis 


HE Missouri commission authorized 

three natural gas companies to pro- 
vide interruptible gas for new customers 
having demands or installed facilities 
capable of handling natural gas in excess 
of 300 cubic feet per hour. Consequently, 
future gas service may be denied to such 
new customers unless they are willing to 
accept that service subject to interruption 
whenever required by the utilities for 
reasons deemed sufficient by them. 

The companies obtained their natural 
gas supply from the Panhandle Eastern 
Pipe Line Company. In proceedings be- 
fore the Federal Power Commission it 
has been proposed that contracts of these 
companies with Panhandle for unlimited 
gas supplies be canceled, either volun- 
tarily or by Federal Power Commission 
action, and that new contracts be substi- 
tuted to provide for limited supplies. The 
companies are protesting but feel that 
foresight and good business judgment 
compel recognition of the fact that the 
Federal commission’s action could result 
in a shortage of supply. They believe that 
it is in the public interest for them to 
anticipate adverse results of this kind 
and to make such provision therefor as 
the circumstances indicate to be appro- 
priate. 

In recognition of the paramount claim 
of those desiring gas for domestic pur- 
poses and the natural priority of existing 
customers over those who may seek serv- 
ice in the future and a desire not to deny 
service unnecessarily to those in the non- 
domestic fields whose demands are small 
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and will not materially affect the over-all 
problem, the companies proposed to main- 
tain general firm service to all except 
those new customers desiring gas for 
nondomestic uses and whose require- 
ments will exceed 300 cubic feet per hour. 

It was explained that the limitation of 
the restricted service would fix the break- 
ing point between firm and interruptible 
service at a level where provision for 
alternative fuel would not work as undue 
a hardship on the customer as it might be- 
low that level. Furthermore, the proposal 
would not completely deprive any person 
of gas service regardless of end use or 
volume. 

The commission said that it is a matter 
of common knowledge and acceptance 
that the interest of the domestic or resi- 
dential consumer is paramount in terms 
of uninterrupted service and that in times 
of over-all short supply, the so-called 
commercial and industrial consumers 
must yield to that paramount interest. As 
between the presently attached consumers 
and future consumers of similar charac- 
ter in terms of end use and volume who 
would be affected by the proposed limita- 
tion, the commission believed that it could 
well borrow from the chancellor the time- 
tested maxim of equity and good con- 
science that between equal equities the 
first in order of time shall prevail. 

The commission did not believe that the 
proposed limitation resulted in any unrea- 
sonable discrimination or undue prefer- 
ence. 


It pointed out that the danger 
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sought to be avoided was the bleeding of expense and probable hazard of the gen- 


a fixed supply of gas by a few large con- 


sumers for nondomestic purposes at the 


e 


eral public. Re Citizens Gas Co. et al. 


(Case Nos. 11,949, 11,961, 11,976). 


Original Cost Does Not Control Rate Base 


HE Pennsylvania commission lifted 
its suspension of increased tele- 
phone rates upon finding that a return 
of 6.1 per cent, based on an estimated 
original cost measure of value, would be 
produced. 
However, the commission had indi- 
cated that an allowable return would be 
6 per cent. It said: 


Original cost of utility plant is not 
the controlling valuation factor in de- 
termining fair value. Reproduction 
cost, at fair average prices, is also of 


much importance, and it is fair value 
upon which a fair return must be al- 
lowed. 

There are no recent reproduction 
cost estimates available. However, in 
view of the upward trend in construc- 
tion costs in recent years, it is evident 
that such estimates, if available, would 
exceed the original cost figures used 
herein. 


Public Utility Commission v. Vander- 
grift Teleph. Co. (Complaint Docket 
No. 15079). 


e 


Substitution of Natural Gas for Manufactured Gas Authorized 


HE New York commission author- 
ized a gas company to substitute 
natural gas having a heating value of 1,- 
000 sru per thousand cubic feet for man- 
ufactured gas having a heating value of 
537 stu. The commission has repeated- 
ly urged all gas companies under its 
jurisdiction to take all possible steps to 
obtain natural gas. It has continually ap- 
peared in proceedings before the Federal 
Power Commission in an endeavor to 
obtain an allotment of natural gas. 
The substitution of natural gas was 
held to be in the public interest. The 


ed 


commission said that this action not only 
introduces a presently cheaper fuel than 
manufactured gas but also tends to insure 
against the inflationary effects of the cost 
of additional construction of needed man- 
ufacturing plants as well as increases in 
the price of coal and oil. 

The cost of converting customers’ ap- 
pliances was held to be an operating ex- 
pense to be borne by the company. The 
commission authorized the company to 
amortize this cost over a period of five 
years. Re Niagara Mohawk Power 
Corp. (Case 15058). 


State Boundary Disregarded and Group Classification 
Followed in Fixing Telephone Rates 


HE Connecticut commission ruled 

that the New York Telephone Com- 
pany (supplying service in the state of 
New York exclusively, except for its 
Connecticut division, which comprises 
two exchanges) had failed to present a 
sufficiently trustworthy separation of 
revenues, expenses, and investment in 
the Connecticut division on which to base 
rates in that division. In order to grant 
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rate relief, however, it resorted to “sec- 
ondary evidence” instead of dismissing 
an application for a rate increase for 
failure of proof. 

Local service rates in New York state, 
outside of New York city and Buffalo, 
have been for many years on a group 
basis. Exchanges are divided into groups 
according to the number of telephone 
stations which may be called without toll 
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charge, and a uniform schedule of rates 


applies in all exchanges within a group. 


The commission decided that rates for 
the exchanges in Connecticut fell into a 
proper place in the New York state rate 
scheme and approved rates comparable 
to those for a similar exchange in New 
York. 

The company had not asked the com- 
mission to fix compensatory rates for its 
Connecticut division. On the contrary, 
it claimed that proposed rates, although 
materially higher than those in force in 
a similar rate group in New York, would 
be far from compensatory but that the 
proposed level of rates represented all 
that the traffic would bear. 

The commission said that ordinarily 
the upper limit of a rate, that it shall not 
exceed the value of the service to the 
customer, is not of importance as a mat- 
ter of law because the traditional ap- 
proach to the rate problem (a fair re- 
turn on fair value) generally results in 
the proposed rate being both compensa- 
tory and sufficiently low to meet the cost 
of any competitive commodity or service 
available to the customer. Hence, the re- 
sulting rate is ordinarily one that the 
traffic will bear. While this upper limit 
is thus essentially determined by eco- 
nomic principles, it has a status in regu- 
latory law as representing the legal 
maximum that a utility company may 
exact of a customer. 

Determination of reasonable rates by 
resort to secondary evidence, said the 
commission, necessarily requires con- 
sideration of the Connecticut division as 


a part of the corporate entity of the 
New York Telephone Company. It re- 
quires consideration of the company’s 
historic policy of pricing services by rate 
groups, which policy becomes, under the 
circumstances of this case, the most re- 
liable measure of reasonable rates in 
granting rate relief for the company’s 
Connecticut division. 

It was said to be axiomatic that cus- 
tomers may be grouped together for the 
purpose of fixing rates where the condi- 
tions under which they are served are 
substantially similar with respect to the 
customers in the classification. Group- 
ing of exchanges by the number of con- 
nected telephones in the exchange is 
merely classification of customers in the 
telephone industry for the purpose of 
fixing uniform rates within each group. 

Regarding comparability as an issue 
in the case for the purpose of argument, 
the commission continued, the group 
classification establishes the area of com- 
parability, and inasmuch as the two ex- 
changes comprising the Connecticut 
division would fall into a certain rate 
group of the company as applied in New 
York state, the rates applicable to that 
rate group recently fixed on a compensa- 
tory level in that state should be adopt- 
ed as a measure of reasonable rates in 
affording the company needed rate re- 
lief. 

The commission approved an increase 
in the minimum rate from 5 cents to 10 
cents for public and semipublic telephone 
service. Re New York Teleph. Co. 
(Docket No. 8409). 


State License for Power Project Denied Where 
Federal Project Deemed Preferable 


TH Federal Power Act contains, in 
§ 7(b), a provision that whenever, 
in the judgment of the Federal Power 
Commission, the development of any 
water resources for public purposes 
should be taken by the United States it- 
self, the commission shall not approve 
any application for any project affecting 
such development, but shall investigate 
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the matter and submit its findings to Con- 
gress with recommendations. The com- 
mission has acted under that provision 
of law and recommended to Congress 
that the water resources of the St. Law- 
rence river be developed by the United 
States. 

This action resulted from an applica- 
tion by the Power Authority of the State 
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of New York for a license for a power 
project to be located along the Interna- 
tional Rapids Section of the St. Law- 
rence river. The commission denied the 
application stating: 


The principal question which we 
feel called upon to decide initially is 
whether in our judgment development 
of the water resources of the St. 
Lawrence river should be undertaken 
by the United States itself. This con- 
clusion was also reached by the hear- 
ing examiner. We believe this ques- 
tion should be answered in the affirma- 
tive, and it is not necessary at this 
time for us to consider in detail col- 
lateral questions. 


Commissioner Smith, in a dissenting 
opinion, said that the only question was 
whether the commission should permit 
this power development to be undertaken 
as an initial step by the state of New 


York, which has demonstrated both the 
desire and ability to proceed. The New 
York Power Authority had agreed to 
conditions which would protect the 
rights of adjacent states. He said that 
from the majority opinion it appeared 
that the reason for failure to license this 
development was based principally upon 
the conviction that both a seaway and 
the power development were vitally im- 
portant to the economy and defense of 
the United States and Canada and should 
be constructed simultaneously. He said: 


It is difficult to follow this reason- 
ing. Obviously, the ultimate deter- 
mination as to whether and if so when, 
navigation facilities are to be provided 
will be made, not by us, but by higher 
authority. 


Re Power Authority of the State of New 
York (Opinion No. 203, Project No. 
2000). 


7 


Telephone Company’s Classified Directory Is Not 
Subject to Regulation 


HE Dade County (Florida) Circuit 

Court quashed a proceeding to com- 
pel a telephone company to accept direc- 
tory advertising from an advertising 
agency with whom it had never done 
business and reaffirmed the company’s 
right to do business with whomever it 
chooses in so far as its directory is con- 
cerned. The court conceded that in the 
conduct of its principal function—name- 
ly, the transmission of communications 
by wire—the company enjoys a practical 
monopoly and is clearly subject to regu- 
lation. Its classified directory, however, 
is not a monopoly since many other ad- 
vertising media are available, such as 
newspapers, magazines, radio, and tele- 


Any obligation which the company 
might owe to any person in respect to its 
classified directory is neces: tily the sub- 
ject of private contract, not public regu- 
lation, the court ruled, adding the fol- 
lowing comment : 


Because the respondent has chosen 
to increase its revenue by the side line 
of offering advertising space in a 
special section of, or appendix to, its 
alphabetical directory, it does not fol- 
low as a matter of law that such side- 
line activity becomes a part of its pub- 
lic service and subject to the same, or 
for that matter, any public regulation. 


Florida ex rel. Montemarano v. Southern 
Bell Teleph. & Teleg. Co. 


vision. 
Full Depreciation Reserve Deducted in Fixing Rate Base 
, ee Georgia commission ordered a 
reduction in electric rates after a 


reduction in the price of fuel oil used to 
generate power. The rate paid by the 
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electric company to its parent for power 
had also been reduced pursuant to an 
order of the Federal Power Commission. 

The commission has generally adopt- 
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ed prudent investment, less the accrued 
depreciation reserve, as a proper rate 
base. In the evidence submitted by the 
company, prudent investment was used, 
but the company deducted only that part 
of the depreciation reserve which repre- 
sented past charges to operating ex- 
penses. The company in the past had 
made transfers to the depreciation re- 
serve in order to eliminate the inadequacy 
of the reserve as found by independent 
engineers. The inadequacy was due to 
insufficient depreciation expense charges 
and resulting shortages in the reserve. 


e 


The commission said that present cus- 
tomers should not be penalized for the 
action of the company many years ago 
in failing to set aside a sufficient amount 
for depreciation expense purposes. The 
commission deemed it proper to deduct 
the full depreciation reserve in the de- 
termination of a fair rate base. 

The commission pointed out that, as a 
matter of fact, the reserve was only some 
15 per cent of depreciable property. It 
did not deem this amount excessive. Re 
Georgia Power & Light Co. (File No. 
19313, Docket No. 8-U). 


Petition by Bus Riders Dismissed for Failure to 
Meet Commission Requirements 


ast year the Indiana commission per- 
mitted a suburban bus company to 
suspend operations on some routes. The 
commission has now dismissed a petition 
filed with the commission and bearing 
the purported signatures of 165 residents 
of the community affected. The petition 
requested a rehearing. 

The commission ruled that the peti- 
tion was defective in numerous ways. 
The commission’s rules require that all 
written complaints and documents be ad- 
dressed to the commission. This peti- 
tion was not addressed to anyone. 

Petitions or pleadings must contain a 
correct heading. This petition request- 
ing a rehearing did not contain the cor- 
rect heading identifying the proceeding. 

The regulations require that all plead- 
ings must be verified, typewritten, and 
filed in duplicate. This petition was not 
verified and it was not filed in duplicate 
with the commission. 

The rules state that a petition must 
set forth all facts upon which the request 
for relief is based, the occurrences which 
may be essential, together with a citation 


e 


Mergers and Transfers of Massachusetts Gas 
And Electric Properties Approved 


, ee public interest, according to the 
Massachusetts Department of Pub- 
lic Utilities, will be served by the mer- 
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of the statutes and rules and regulations 
of the commission upon which the peti- 
tion is based. This petition set forth two 
facts as a request for rehearing, failed to 
state any dates, and also failed to set out 
a citation of statute, rules, or regulations. 
All pleadings must show timely serv- 
ice upon all parties to the proceeding and 
must show proof of service to the com- 
mission, although service is deemed 
valid when service is made upon an at- 
torney who appeared at the proceeding. 
This petition showed no proof of serv- 
ice upon the company or upon the at- 
torney who appeared for the company 
when the order in dispute was approved. 
The rules of the commission state that 
in the event a petition or application is 
filed for further hearing or for reopening 
to take further evidence, the nature and 
purpose of the evidence must be briefly 
stated. This petition in no way complied 
with this section of the rules and regu- 
lations ; and there were no specifications 
of any errors committed by the commis- 
sion, if any there might have been. Re 
Suburban Lines Inc. (No. 1606-A, 7). 


ger of various electric companies into 
Worcester County Electric Company 
and the separation of gas properties 
FEB. 1, 1951 
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from electric properties, to be effected 
by the transfers of gas properties to com- 
panies involved in the transaction. Cor- 
porate readjustments incident to these 
transactions were held to be fair to stock- 
holders and consistent with the public 
interest. 

Considerable testimony was received 
as to the advantages to be derived from 
the electric merger. It was testified that 
savings would result in more efficient 
utilization of plant and property and em- 
ployees’ services throughout the terri- 
tory, the elimination of intercorporate 
transactions, the reduction in number of 
reports, and in other management and 
accounting costs, economies incident to 
large volume purchases of materials and 
supplies, and the increased ability of one 
large corporate unit to finance the capi- 
tal needs of the present rapidly expand- 
ing business. 

Separation of the gas properties from 
the electric properties should facilitate 


e 


compliance with the requirements of the 
Securities and Exchange Commission 
under the Holding Company Act. Most 
of the capital stock of the companies to 
be merged has been owned by the New 
England Electric System. This holding 
company also owns most of the stock of 
the other companies. 

Worcester County Electric Company 
is to file new rate schedules which will 
provide a substantial reduction in rates. 
Electric customers should also benefit by 
generally improved service through 
closer codrdination of facilities as well 
as from reduced rates. The commission 
was not entirely satisfied with the pro- 
posed zone boundaries as _ between 
various areas but did not consider it in 
the public interest to require the com- 
pany to establish more equitable limits 
at the present time, since such an order 
would delay the application of the pro- 
posed reductions. Re Athol Gas & Elec- 
tric Co. et al. (DPU 9257). 


Cheap Steam Heat Ended by Advances in Power Generation 


erate electricity but was used solely in 
the production of steam for heating pur- 


HE North Dakota commission con- 
cluded an investigation of steam- 
heating rates of an electric utility when 
the evidence indicated that existing rates 
were neither excessive nor unreasonable. 
The commission pointed out that in the 
past, when the prime movers for electric 
generation were reciprocating steam en- 
gines, exhaust steam—merely a by- 
product—was used for heating. This 
was sold at rates generally having little 
or no relationship to the cost of produc- 
ing the steam. Progress in the field has 
changed the situation, the commission 
continued, so that with the replacement 
of the steam engine by the more efficient 
steam turbine, steam as a by-product ex- 
ists no more. 
The plant in question, the commission 
observed, was no longer used to gen- 


7 


poses. Consequently, steam-heat con- 
sumers should bear the full cost of op- 
eration. Figures on operating revenues 
and expenses produced at the hearing in- 
dicated that the service for 1949 had been 
rendered at a loss of about $15,000. From 
this the commission concluded that exist- 
ing rates were not excessive. 

Contentions of complaining consumers 
that the revenue figures should have in- 
cluded the profits from a warehouse 
which the company owned near its boil- 
er plant and that some of its labor costs 
should have been charged to electric op- 
eration were described by the commis- 
sion as “devoid of merit.” Re Mon- 
tana-Dakota Utilities Co. (Case No. 
4672). 


City Lacks Power to Act As Common Carrier 


N application by the city of Bradford, 
Pennsylvania, for authority to 
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transport, as a common carrier, persons 
on schedule between the city and an air- 
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port was dismissed by the state commis- 
sion. It was decided that the city does 
not have the right or power to transport 
as a common carrier for hire. 

In passing on applications or com- 
plaints as to duties, liabilities, powers, 
and limitations of powers of a public serv- 
ice company or municipal corporation, it 
was said, inquiry must be made by the 
commission as to the rights or powers of 
the company or city to do or not to do the 


e 


thing applied for or complained about. 
The city of Bradford is a third-class 
city. There is no inherent right or pow- 
er in such a city to operate motor vehicles 
for the transportation of the public under 
the statute. Any reasonable doubt as to 
the existence of the power, the commis- 
sion continued, is resolved by the courts 
against its existence; no statutory grant 
of such right exists. Re City of Bradford 
(Application Docket No. 76181). 


Nails Are Goods within Meaning of Permit 


HE question arose in a proceeding 

before the Pennsylvania commission 
whether a motor carrier had illegally 
transported “goods” when it transported 
kegs of nails. Its certificate of con- 
venience and necessity authorized certain 
kinds of property transport and author- 
ized the transportation of goods within 
a designated area. The commission held 
that the word “goods” as used in the cer- 
tificate was synonymous with the word 
“property.” 

A review of the law, said the commis- 
sion, led to the conclusion that in gen- 
eral the term “goods” means any form 
whatsoever of movable, tangible, personal 
property. In some instances, the mean- 
ing of the word has been extended to 
cover intangible personal property, as in 
the construction of the Fair Labor Stand- 


ards Act of 1938, wherein insurance 
policies and the transmission of tele- 
grams were held to be goods. Likewise, 
in tax statutes, the words “goods, wares, 
and merchandise” have been held to in- 
clude intangible personal property. 

In other instances, the word has been 
restricted under particular circumstances 
where strict construction was required, 
as in the case of interpretations of the 
Bulk Sales Act laws, prohibitions against 
sales on Sunday, and provisions of in- 
surance policies. 

There did not appear, however, to be 
any reason why a departure from the 
general meaning of the term “goods” 
should be made in the construction of the 
certificate. Lancaster Transp. Co. v. W. 
J. Diliner Transfer Co. (Complaint 
Docket No. 15013). 


€ 


Service Discontinuance Refused Despite Low Revenues 


RAILROAD was authorized by the New 
Jersey Board of Public Utility 
Commissioners to discontinue a train 
service not listed in its timetables and 
carrying no passengers when no objec- 
tion was made to discontinuance at a pub- 
lic hearing at which several proposed 
service revisions were considered. 

But the railroad was not permitted to 
discontinue a passenger train operating 
at an out-of-pocket loss even though 
over-all operations on the line had been 
conducted at an average annual loss of 
about one-quarter of a million dollars 
from 1945 through 1949. 
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The board ruled that public con- 
venience and necessity is the primary 
consideration in such matters, and that 
the mere failure of a railroad to earn a 
proper return on a line which is part of 
its system is not sufficient ground for 
discontinuance of service. 

Widespread public opposition to the 
proposed discontinuance, coupled with 
the absence of evidence demonstrating 
that after discontinuance the remaining 
service would be safe, adequate, and 
proper, was the reason for denial of 
authority to discontinue. Re New Jer- 
sey & N. Y. R. Co. (Docket No. 5143). 
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Other Important Rulings 


— supreme court of Ohio held that 
a municipality which has been op- 
erating a sewage system for many years 
without charge may pass an ordinance 
providing for charges for the use of such 
system to pay for cost, maintenance, re- 
pair, and for payment of debt charges 
and bonds to be issued for extensions 
and improvements, without being sub- 
ject to referendum, and that such emer- 
gency ordinance is not subject to review 
by the courts. State ex rel. City of Fos- 
toria v. King et al. 94 NE2d 697. 


The Washington commission held that 
a warehouse utility which capitalizes rent 
should not be permitted to include such 
rent as an operating expense, as the ware- 
house customer, by paying the rent in- 
cluded in the operating expense, would 
be supplying property used in operation 
and in addition would be required to pay 
the company a fair rate of return upon 
property which the company did not in 
any sense supply. Re Revision of Rules 
and Regulations of Rates and Charges 
of Storage Warehousemen (Cause No. 
T-8528). 


The United States District Court, in 


holding that a furniture manufacturer 
and a distilling corporation were private 
carriers, approved the primary business 
test method by which the Interstate 
Commerce Commission determined the 
status of private carriers as opposed to 
contract carriers or common carriers, 
and which test holds that if it is estab- 
lished that the primary business of a 
concern is the manufacture or sale of 
goods which the owner transports in 
furtherance of that business and the 
transportation is merely incidental, the 
carriage of such goods from the factory 
or other place of business to the cus- 
tomer is private carriage, even though a 
charge for transportation is included in 
the selling price or is added as a sepa- 
rate item. Brooks Transp. Co. Inc. et 
al. v. United States et al. 93 F Supp 517. 


The United States Court of Claims 
held that a powder used in the manu- 
facture of a mixture for flame throwers 
and incendiary bombs was properly 
classified as a soap powder rather than 
a chemical, not otherwise indexed by 
name, for freight rate purposes. Union 
P. R. Co. v. United States, 93 F Supp 
617. 
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"pp aap by telephone subscribers against tariff provision 
for discontinuance of service used for unlawful purposes; 
dismissed. 


Service, § 2 — Constitutional rights — Telephone service. 
1. The public has no unqualified vested property right to receive telephone 
service which may be protected under the Fifth and Fourteenth Amendments 
to the Constitution, p. 74. 


Service, § 162 — Rights of public — Communications Act — Company regulation. 
2. Any right which the public may be accorded to telephone service by the 
Communications Act may be limited by just and reasonable company regula- 
tions, p. 74. 


Service, § 2 — Constitutional rights — Due process — Discontinuance of telephone 
service. . 
3. A party who is refused service, or whose service is terminated by a tele- 
phone company because of alleged unlawful use, is not thereby deprived of 
property without due process of law, since such person always has recourse 
to the courts, p. 75. 


Service, § 2 — Constitutional rights — Due process — Regulations — Telephone 
discontinuance for unlawful use. 

4. A telephone regulation which provides that “service is furnished subject 
to the condition that it will not be used for unlawful purposes, and that 
service will not be furnished when any law enforcement agency acting within 
its jurisdiction advises that such service is being used or will be used in 
violation of law or when other evidence is received that such service is being 
or will be so used” does not deprive subscribers of the right to telephone 
service without due process of law under the Fifth and Fourteenth Amend- 
ments to the Constitution unless the action of the utility in cutting off the 
service also operates to leave the subscriber without recourse in event that 
said service was terminated without unjustifiable cause, p. 75. 


Constitutional law, § 20 — Due process — Requirement of hearing. 
5. Due process does not always require that a hearing be afforded before 
discretion is exercised, since the requirements of due process are satisfied 
[5] 65 86 PUR NS 
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as long as there is an opportunity for a hearing and a judicial determination 
at some stage in the proceeding, p. 75. 


Service, § 134 — Refusal to serve because of unlawful use — Telephones. 


6. A telephone company may refuse and cannot be compelled to furnish 
service which will be used, or which it has reasonable cause to believe will 
be used, in furtherance of illegal enterprises, p. 77. 


Service, § 134 — Denial of telephone service — Unlawful use — Meaning of 
“probable cause.” 


7. A letter from a law enforcement officer requesting a telephone company 
to discontinue service because he has information that such service is being 
used for unlawful purposes provides the telephone company with probable 
cause for discontinuance or refusal of service without further investigation 
on its part, since the company is not a law enforcement agency and should 
not be required to assume the function of law enforcement, p. 77. 


Service, § 134 — Denial for unlawful use — Telephones — Validity of regulation. 


8. A telephone regulation which provides that “service is furnished subject 
to the condition that it will not be used for unlawful purposes and that service 
will not be furnished when any law enforcement agency acting within its 
jurisdiction advises the company that such service is being used or will be 
used in violation of law or when other evidence is received that such service 
is being or will be so used” does not violate the due process clause of the 
Federal Constitution, is just, reasonable, and lawful, p. 79. 


Constitutional law, § 15 — Due process clause — Effect on telephone regulations. 


Statement that the Fifth and Fourteenth Amendments to the Constitution 
of the United States, which prohibit the deprivation of property without due 
process of law, apply to tariff regulations of a telephone company, since 
such regulations, uj».a approval by the Commission, are no longer the rules 
of a private corporation but have the same force and effect as regulations 
of the Commission itself, p. 73. 


> 


APPEARANCES: John L. Ingoldsby, By the Commission, Litvin, Ex- 
Jr., on behalf of Harry Katz and aminer: 
Bertha B. Katz, complainants; S. Initial Decision 
Whitney Landon and Ernest D. North, 
on behalf of American Telephone and 


Telegraph Company ; John T. Quisen- complaint filed November 10, 1949, 


Preliminary Statement 
1. This proceeding arises out of the 


berry, J. N. Bradley, and Sam Hous- with the Federal Communications 
ton, on behalf of The Chesapeake and (Commission (hereinafter referred to 
Potomac Telephone Company; and as “Commission”) by Harry Katz and 
William G. Butts and William M. Bertha B. Katz (subscribers of The 
Lesher, on behalf of the Common Chesapeake and Potomac Telephone 
Carrier Bureau of the Federal Com- Company) directed against the Ameri- 
munications Commission. can Telephone and Telegraph Com- 
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any (hereinafter referred to as 
“AT&T”) Tariff FCC No. 132, 2nd 
Revised Page 10A, Section B, Para- 
graph 10, and The Chesapeake and 
Potomac Telephone Company (here- 
inafter. referred to as “C&P”) Tariff 
FCC No. 3, Ist Revised Page 11B, 
Section B, Paragraph 16, which 
schedules relate to the use of telephone 
services for unlawful purposes." The 
complaint challenges these tariffs as 
“unjust and unreasonable’ and 
charges that they “constitute a denial 
of free speech”; “constitute a denial 
of complainants’ rights without due 
process of law”; and that they “are 
contrary to the public interest, in di- 
rect contravention of the Constitution 
of the United States and of Title 47, 
§§ 201 and 202 of the United States 
Code.” Complainants pray that the 
AT&T Tariff FCC No. 132, Second 


Revised Page 10A, and C&P Tariff 
FCC No. 3, First Revised Page 11B, 
be amended so as to require adequate 


“ec 


notice and hearing “‘as required by due 
process of law,” or in the alternative, 
that the tariffs be declared unlawful, 
unconstitutional, and void. 


2. Pursuant to § 208 of the Com- 
munications Act of 1934, 47 USCA 
§ 208, as amended, and § 1.577 of the 
Commission’s Rules and Regulations, 
notice was given to the defendants of 
the filing of said complaint. A copy 
of the complaint was annexed to the 
notice, and each defendant was re- 


quired thereby to satisfy the complaint 
or answer the same in writing not later 
than December 19, 1949. 

3. On December 19, 1949, the de- 
fendants, AT&T and C&P, filed their 
answer to the complaint in writing. 
They deny that the tariff regulations 
are unjust or unreasonable; that they 
constitute a denial of free speech, a 
denial of complainants’ rights without 
due process of law; or that they are 
contrary to the public interest or in 
direct contravention of the Constitu- 
tion of the United States and of Title 
47, §§ 201 and 202 of the United 
States Code, as alleged in paragraph 8 
of the complaint ; and they ask that the 
complaint be dismissed. 

4. On January 10, 1950, the Com- 
mission wrote all parties to this pro- 
ceeding advising that upon considera- 
tion of the complaint and answer, it 
appeared appropriate that the question 
presented thereby be considered at a 
conference, and suggested a date for 
such conference. By agreement of all 
parties, the conference was held on 
February 2, 1950, in the offices of the 
Commission. As a consequence there- 
of, a stipulation was entered into be- 
tween the parties, agreeing that the 
allegations contained in paragraphs 
IV and VI of the answer are true*; 
that the only issue in this proceeding 
requiring decision by the Commission 
is that presented by the allegations in 
paragraph 8 of the complaint to the 





1 Tariffs of both AT&T and C&P are iden- 
tical and read as follows: “Use of Service for 
Unlawful Purposes. The service is furnished 
subject to the condition that it will not be 
used for an unlawful purpose. Service will 
not be furnished if any law enforcement agen- 
cy, acting within its jurisdiction, advises that 
such service is being used or will be used in 
violation of law, or if the telephone company 
receives other evidence that such service is be- 
ing or will be so used.” 


AT&T Tariff No. 132, 2nd Revised Page 
10A, Section B, Paragraph 10, was filed with 
the Commission March 11, 1949, and became 
effective April 12, 1949; and C&P Tariff No. 
3, Ist Revised Page 11B, Section B, was filed 
with the Commission March 18, 1949, and be- 
came effective April 18, 1949. 

2The agreed facts as contained in para- 
graphs IV and VI of the defendants’ answer 
are set forth in paragraphs 8 to 10, inclusive, 
hereof. 
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effect that the “tariffs complained of 
herein are unjust and unreasonable, 
constitute a denial of free speech, con- 
stitute a denial of complainants’ rights 
without due process of law, and are 
contrary to the public interest, in direct 
contravention of the Constitution of 
the United States and of Title 47, 
§§ 201 and 202, United States Code,” 
and denial thereof by paragraph VIII 
of the answer; that the issues thus 
presented may be submitted to the 
Commission for an Initial Decision 
upon complaint, answer, stipulation, 
and briefs of the parties without tak- 
ing evidence and without designation 
for hearing; that the briefs of the de- 
fendants, AT&T and C&P, shall be 
filed with the Commission within 
thirty days after the filing of com- 
plainants’ brief, and no time shall be 
allowed for a rebuttal brief to be filed 
by complainants. 

5. On March 9, 1950, a further 
stipulation was entered into between 
the parties herein. It was agreed 
that the time for the filing of the brief 
of defendants, AT&T and C&P, with- 
in thirty days after the filing with the 
Commission of the complainants’ 
brief would be extended for an addi- 
tional fourteen days, which would be 
March 27, 1950. 

6. On February 10, 1950, com- 
plainants’ brief was filed. Thereafter 
and on March 27, 1950, defendants’ 
brief was filed, and on April 7, 1950, 
complainants filed a reply brief. 


7. On July 21, 1950, the Commis- 
sion, by order directed that the pro- 


ceeding herein be referred to the un- 
dersigned hearing examiner, who, “on 
the basis of the above complaint, an- 
swer, stipulation and briefs shall pre- 
pare an Initial Decision herein in ac- 
cordance with § 1.851 of the Commis- 
sion’s Rules and Regulations.” It 
further ordered that the Chief of the 
Common Carrier Bureau “may file a 
brief herein on or before thirty days 
from the date hereof; and that reply 
briefs with respect thereto may he 
filed by the parties herein on or be- 
fore thirty days from the date of serv- 
ice upon them of the brief of the Chief 
of the Common Carrier Bureau.” On 
August 17, 1950, the Chief of the 
Common Carrier Bureau filed its 
brief. No further briefs were filed by 
anyone. 


Agreed Statement of Facts 


8. On or about the first day of 
April, 1949, complainants received the 
following notification from The Chesa- 
peake and Potomac Telephone Com- 
pany ;* 

“March 30, 1949 
“Dear Mr. Katz: 

“We have been advised by the 
United States Attorney for the Dis- 
trict of Columbia that his office is in 
possession of competent evidence that 
the following telephone, Adams 7738, 
furnished you at 3169 Walbridge 
Place, N. W., Washington, D. C., is 
being used in violation of the statutes 
prohibiting gambling in the District 
of Columbia, and he has requested our 
company to disconnect this telephone 





8The AT&T does not itself furnish facili- 
ties on the subscriber’s premises for message 
toll telephone service, and has no occasion to 
take action under this tariff regulation. The 
Associated Telephone Companies of the Bell 
system, of which the defendant, C&P, is one, 
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furnish facilities on the subscriber’s premises 
for exchange telephone service and for mes- 
sage toll telephone service, both intrastate and 
interstate, and concur in Tariff FCC No. 132 
of the AT&T involved herein. 





ed the 
~hesa- 
Com- 


1949 


y the 
> Dis- 
2 is in 
e that 
7738, 
bridge 
C., is 
fatutes 
istrict 
ed our 
phone 
yremises 
or mes- 


fate and 
No. 132 


KATZ v. AMERICAN TELEPH. & TELEG. CO. 


equipment and discontinue such tele- 
phone service. 

“In compliance with this request, 
you are hereby notified that the above- 
mentioned telephone will be discon- 
nected and such telephone service dis- 
continued at 11 A.M. on Wednesday, 
April 6, 1949. 

“Very truly yours, 
(signed) C. B. Schultz, 
Manager.” 


9. No action has been taken by the 
defendant, C&P, in discontinuing com- 
plainants’ telephone service pursuant 
to the foregoing notification, because a 
suit for injunction was instituted by 
complainants in the United States dis- 
trict court for the District of Columbia 
(Civil Action No. 1506-49) to re- 
strain the defendant, C&P, and the 
United States Attorney from taking 
any action with respect to the discon- 


tinuance of complainants’ telephone 
service; and under date of November 
8, 1949, and during the pendency of 
said injunction suit, the United States 
Attorney, by letter to the defendant, 
C&P, withdrew his request for dis- 
continuance of complainants’ telephone 


service. Following receipt by defend- 
ant, C&P, of said letter from the 
United States Attorney, defendant, 
C&P, notified complainants of the 
withdrawal of the request of the United 
States Attorney for discontinuance of 
complainants’ telephone service, and 
on December 2, 1949, said injunction 
suit was dismissed at complainants’ 
instance, with consent of all parties. 
10. The tariff regulations of the 
C&P and AT&T which are here in 
question* were filed in response to a 


request made by this Commission in 
a letter to defendant, AT&T, dated 
January 6, 1949, a copy of which is 
as follows: 


“FEDERAL COMMUNICATIONS 
COMMISSION 
Washington 25, D. C. 
January 6, 1949 

In reply refer 
to 8045 
“American Telephone and 
Telegraph Company 
195 Broadway 
New York 7, N. Y. 
“Attention: Mr. J. B. Rees 
Assistant Chief Engineer 


“Gentlemen : 

“It is the Commission’s under- 
standing that with respect to interstate 
and foreign communication service the 
Bell system companies as a matter 
of policy, have instructed their person- 
nel not to furnish such service to per- 
sons using the same for unlawful pur- 
poses. It is requested that the Bell 
system companies file, in accordance 
with § 203 of the Communications 
Act, appropriate tariff regulations 
with this Commission which will re- 
flect the policies and practices of those 
companies concerning this matter in so 
far as interstate and foreign com- 
munication service is involved. 

“In this connection, you are un- 
doubtedly aware of the decision of 
December 1, 1948, by the United 
States court of appeals for the ninth 
circuit in which it was held that on 
the basis of regulations contained in 
Western Union Tariff F.C.C. No. 219 
(a copy of which is attached)*, West- 
ern Union was within its rights in 





*See footnote 1. 
5Copy of regulation from Western Union 
Tariff FCC No. 219. “Facilities furnished un- 


der this tariff shall not be used for any purpose 
or in any manner directly or indirectly in vio- 
lation of any Federal law or the laws of any 
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refusing to restore to Continental 
Press Service the leased line service 
which Western Union had discon- 
tinued upon receiving notice from law 
enforcement officials of the state of 
California that the service was being 
used in violation of law. McBride, 
d/b/a Continental Press Service v. 
Western U. Teleg. Co. No. 11969 (77 
PUR NS 65). 

“BY DIRECTION OF THE 

COMMISSION 
(Sgd.) T. J. Slowie 
T. J. SLOWIE” 


Statutes Applicable 


11. a. Section 201 of the Com- 
munications Act of 1934, as amended 
(47 USCA § 201), provides that “It 
shall be the duty of every common 
carrier engaged in interstate or foreign 
communication by wire or radio to 


furnish such communication service 
upon reasonable request therefor” ; 
that (b) “All charges, practices, clas- 
sifications and regulations for and in 
connection with such communication 
service, shall be just and reasonable, 
and any such charge, practice, classi- 
fication, or regulation that is unjust 
or unreasonable is hereby declared to 
be unlawful : _ 

b. Section 202 of the act provides 
that “It shall be unlawful for any com- 
mon carrier to make any unjust or un- 
reasonable discrimination in charges, 
practices, classifications, regulations, 
facilities, or services, for or in connec- 
tion with like communication service, 
directly or indirectly, by any means or 
device, or to make or give any undue 
or unreasonable preference or advan- 


tage to any particular person, class of 
persons, or locality, or to subject any 
particular person, class of persons, or 
locality to any undue or unreasonable 
prejudice or disadvantage.” It fur- 
ther provides that (c) “Any carrier 
who knowingly violates the provisions 
of this section shall forfeit to the 
United States the sum of $500 for 
each such offense, and $25 for each 
and every day of the continuance of 
such offense.” 

c. Section 203 of the act requires 
that every common carrier file with 
the Commission and print and keep 
open for public inspection, schedules 
of charges, classifications, practices, 
and regulations affecting such charges 
for itself and its connecting carriers, 
and that it shall make no change in the 
same except after notice to the Com- 
mission and the public. The Com- 
mission may reject and refuse to file 
any schedule entered for filing which 
does not provide and give lawful no- 
tice of its effective date. It further 
provides that the Commission (b) “in 
its discretion and for good cause 
shown” may modify the requirements 
of any tariff schedule, and that (e) 
“In case of failure or refusal on the 
part of any carrier to comply with the 
provisions of this section or of any 
regulation or order made by the Com- 
mission thereunder, such carrier shall 
forfeit to the United States the sum 
of $500 for each such offense, and 
$25 for each and every day of the 
continuance of such offense.” 

d. Section 204 of the act empowers 
the Commission, either on its own 
initiative without complaint, or upon 





of the states through which the circuits pass 
or the equipment is located, and the telegraph 
company reserves the right to discontinue the 
service to any drop or connection or to all 
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complaint, upon reasonable notice, to 
enter upon a hearing concerning the 
lawfulness of any charge, classifica- 
tion, regulation, or practice. 

e. Section 205 of the act provides 
that whenever, after full opportunity 
for hearing, upon a complaint or under 
an order for investigation and hear- 
ing made by the Commission on its 
own initiative, the Commission shall 
be of the opinion that any charge, 
classification, regulation, or practice of 
any carrier is or will be in violation 
of any of the provisions of the act, 
the Commission is authorized and em- 
powered to determine and prescribe 
what will be the just and reasonable 
charge or charges and what classifica- 
tion, regulation, or practice is or will 
be just, fair, and reasonable, to be 
thereafter followed, and to make an 
order that the carrier or carriers shall 
cease and desist from such violation 
to the extent that the Commission finds 
the same does or will exist, and pro- 
vides further that any carrier, officer, 
representative, agent, etc., who know- 
ingly fails or neglects to obey any such 
order shall forfeit to the United States 
the sum of $1,000 for every such of- 
fense. 


f. Section 206 of the act holds the 
carrier liable for damages to the per- 
son or persons injured thereby, in case 
it shall “do, or cause or permit to be 
done, any act, matter, or thing in this 
act prohibited or declared to be unlaw- 
ful, or shall omit to do any act, mat- 
ter, or thing in this act required to be 
done,” together with a _ reasonable 
counsel or attorney’s fee to be fixed by 
the court, in every case of recovery, 
which attorney’s fee shall be taxed and 
collected as part of the costs in the 
case. 


g. Section 207 of the act provides 
in the alternative for the filing of a 
complaint with the Commission as set 
forth in § 208 of the act or for the 
bringing of a suit for recovery of dam- 
ages, for which a common carrier may 
be liable under the provisions of the 
act, by any person claimed to be dam- 
aged by any common carrier subject 
to the provisions of the act. 


h. Section 208 of the act provides 
that “Any person, complain- 
ing of anything done or omitted to be 
done by any common carrier subject 
to this act, in contravention of the 
provisions thereof, may apply to said 
Commission by petition which shall 
briefly state the facts, whereupon a 
statement of the complaint thus made 
shall be forwarded by the Commission 
to such common carrier, who shall be 
called upon to satisfy the complaint 
or to answer the same in writing with- 
in a reasonable time to be specified by 
the Commission.” That section fur- 
ther provides that “If such common 
carrier within the time specified shall 
make reparation for the injury alleged 
to have been caused, the common car- 
rier shall be relieved of liability to 
the complainant only for the particular 
violation of law thus complained of. 
If such carrier shall not satisfy 
the complaint within the time specified 
or there shall appear to be any reason- 
able ground for investigating said 
complaint, it shall be the duty of the 
Commission to investigate the matters 
complained of in such manner and by 
such means as it shall deem proper. 
No complaint shall at any time be 
dismissed because of the absence of 
direct damage to the complainant.” 


i. Section 209 of the act provides 
that “If, after hearing on a complaint, 
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the Commission shall determine that 
any party complainant is entitled to an 
award of damages under the provisions 
of this chapter, the Commission shall 
make an order directing the carrier 
to pay to the complainant the sum to 
which he is entitled on or before a day 
named.” 

j. Section 401 of the act provides 
that “‘(a) The district courts of the 
United States shall have jurisdiction, 
upon application of the Attorney Gen- 
eral of the United States at the request 
of the Commission, alleging a failure 
to comply with or a violation of any 
of the provisions of this act by any 
person, to issue a writ or writs of man- 
damus commanding such person to 
comply with the provisions of this 
act.”” Subsection (b) provides for 
the enforcement of any order of the 
Commission (other than for the pay- 
ment of money) by the appropriate 
district court of the United States upon 
application of the Commission, any 
party injured thereby, or the United 
States by its Attorney General. Un- 
der subsection (d) of § 401 the provi- 
sions of the Expediting Act (§ 238(1) 
of the Judicial Code, as amended) is 
made applicable to any suit in equity 
arising under Title II of this act, 
wherein the United States is complain- 
ant. 

k. Section 402(a) of the act pro- 
vides that “The provisions of Title 28, 
relating to the enforcing or setting 
aside of the orders of the Interstate 
Commerce Commission, are made ap- 
plicable to suits to enforce, enjoin, set 
aside, annul, or suspend any order of 
the Commission under this chapter 

, and such suits are authorized 
to be brought as provided in such 
Title 28.” 
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1. Section 406 of the act provides 
that “The district courts of the 
United States shall have jurisdiction 
upon the relation of any person alleg- 
ing any violation, by a carrier subject 
to this act, of any of the provisions 
of this act which prevent the relator 
from receiving service in interstate or 
foreign communication by wire or 
radio, or in interstate or foreign trans- 
mission of energy by radio, from said 
carrier at the same charges, or upon 
terms or conditions as favorable as 
those given by said carrier for like 
communication or transmission under 
similar conditions to any other person, 
to issue a writ or writs of mandamus 
against said carrier commanding such 
carrier to furnish facilities for such 
communication or transmission to the 
party applying for the writ: Provided, 
That if any question of fact as to the 
proper compensation to the carrier for 
the service to be enforced by the writ is 
raised by the pleadings, the writ of 
peremptory mandamus may issue, not- 
withstanding such question of fact is 
undetermined, upon such terms as to 
security, payment of money into the 
court, or otherwise, as the court may 
think proper pending the determina- 
tion of the question of fact: Provided 
further, That the remedy hereby given 
by writ of mandamus shall be cumula- 
tive and shall not be held to exclude 
or interfere with other remedies pro- 
vided by this act.” 


m. Section 414 of the act provides 
that “Nothing in this act contained 
shall in any way abridge or alter the 
remedies now existing at common law 
or by statute, but the provisions of 
this act are in addition to such rem- 
edies.” 
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Conclusions 


1. The tariff regulations in question 
provide that telephone service is fur- 
nished “subject to the condition that 
it will not be used for an unlawful pur- 
pose,” and further that “‘service will 
not be furnished if any law enforce- 
ment agency, acting within its juris- 
diction, finds that such service is being 
used or will be used in violation of law, 
or if the telephone company receives 
other evidence that such service is 
being or will be so used.” The com- 
plaint and answer thereto raise the 
following issues: (1) In so far as 
the tariff regulations permit the tele- 
phone company to discontinue service 
to a subscriber, without prior notice 
and the opportunity to be heard, do 
they in effect deprive the subscriber of 
a property right without due process 
of law in violation of the Fifth and 
Fourteenth Amendments to the Con- 
stitution of the United States’; and 
(2) are the tariff regulations of the 
defendant carrier just and reasonable 
as required by § 201(b) of the Com- 
munications Act of 1934, as amended? 

2. It is appropriate to examine the 
constitutional issue first, since if that 
question be answered affirmatively, re- 
gardless of other considerations, these 
tariff regulations cannot be found to be 
just, reasonable, and lawful. 

a. Defendant carriers assert that 
the Fifth and Fourteenth Amendments 
to the Constitution of the United 
States have no application to this case 
because these amendments are de- 
signed to protect individuals against 
arbitrary action by the Federal or state 
government; whereas the action here- 


in complained of is that of a private 
corporation. Complainants, on the 
other hand, contend that the regula- 
tions in question have the same force 
and effect as the Rules of the Com- 
mission, which is a government agen- 
cy, and therefore the Fifth and Four- 
teenth Amendments have application 
to them. The tariff regulations in 
question were filed pursuant to the 
mandate of § 203 of the Communica- 
tions Act of 1934, as amended, under 
which these carriers were required to 
file schedules of tariffs and regulations. 
Under the Communications Act, car- 
riers may make no change in any pub- 
lished tariff schedule except after no- 
tice to the Commission and to the 
public. The Commission, in its dis- 
cretion, and for good cause shown, 
may modify the requirements made in 
particular instances or by a general 
order applicable to such circumstances 
or conditions. Carriers may not en- 
gage or participate in providing com- 
munication service unless schedules 
are filed and published in accordance 
with the act and regulations made 
thereunder. The Commission has au- 
thority to reject or refuse to file any 
schedule entered for filing which does 
not provide and give lawful notice of 
its effective date. Any such schedule 
so rejected by the Commission is void. 
For failure or refusal of a carrier to 
comply with provisions of the act or 
of any regulation or order made by 
the Commission, the carrier is liable 
to a substantial money forfeit. The 
tariff regulations in question filed by 
defendant carriers with the Commis- 
sion, pursuant to § 203 of the Com- 





1The Fifth Amendment provides that “No 
person shall be deprived of oc 
Property without due process of law.” The 


Fourteenth Amendment provides that “No 
state shall . . . deprive any personof .. . 
property without due process of law.” 
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munications Act of 1934, on March 
11, 1949, and March 18, 1949, re- 
spectively, became effective, without 
objection, on April 12, 1949, and April 
18, 1949, respectively, at which time 
they became binding upon the carriers, 
the public and the Commission. Un- 
der these circumstances we think 
clear that these tariff regulations are 
not simply action of a private corpora- 
tion. Certainly after approval by the 
Commission, such regulations would 
have the same force and efféct as reg- 
ulations of the Commission itself.* 
We think, therefore, that the carriers’ 
contention that the Fifth and Four- 
teenth Amendments have no applica- 
tion to this case is without merit. 

[1, 2] b. In examining the con- 
stitutional issue raised herein, we must 


consider whether the right of which 
complainants contend as subscribers 
they are deprived by reason of said 
tariff regulations is such a right as is 
entitled to protection under the Con- 
stitution. Does anyone have a “prop- 
erty right” in the telephone service 
provided by defendant carriers? Any 
right to interstate and foreign tele- 
phone service which anyone might 
assert is denied him by reason of de- 
fendant carriers’ regulations here in- 
volved, exists by virtue of the fact 
that, in the exercise of its power to reg- 
ulate commerce, the Congress has seen 
fit, through the instrumentality of the 
Communications Act of 1934, to re- 
quire telephone carriers to serve the 
public without undue or unreasonable 
preference. Under the Communica- 





2In Henderson v. United States (1945) 63 
PUR NS 113, 122, 63 F Supp 906, 914, the 
court had before it a complaint against an 
order of the Interstate Commerce Commission 
approving certain regulations of the Southern 
Railway Company relating to dining-car serv- 
ice. In setting aside the order of the Inter- 
state Commerce Commission dismissing the 
complaint and remanding the case to that Com- 
mission for further proceedings in the light of 
the court’s decision holding that the regula- 
tions were in violation of the Fourteenth 
Amendment to the Constitution of the United 
States, the court said: “This contention brings 
us at once face to face with the necessity of 
passing upon the validity of the dining- -car 
regulations of the Southern Railway, in effect 
at the time in question, because although these 
regulations have not been promulgated by the 
Interstate Commerce Commission, they have 
been directly approved by it, as a result of its 
decision and order, which is the basis of the 
present complaint. Therefore, they are to be 
treated, for the purposes of this case, as in 
effect the Commission’s rules. . f. 
Henderson v. United States (1950) 339 US 
816, 94 L ed —, 86 PUR NS —, 70 S Ct 843. 
In Midland Realty Co. v. Kansas City Power 
& Light Co. (1937) 300 US 109, 114, 81 L ed 
540, 17 PUR NS 113, 57 S Ct 345, the reg- 
ulations of the Missouri Public Utilities Com- 
mission promulgated pursuant to a Missouri 
statute were held to have the force and effect 
of law “as if directly prescribed by the legis- 
lature.” In the case of Partnoy v. South- 
western Bell Teleph. Co. (1947) 70 PUR NS 
134, 144, the state of Missouri Public Service 
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Commission had before it a tariff regulation 
of the Southwestern Bell Telephone Company 
which provided that “The telephone company 
shall be authorized to discontinue service upon 
notice from any official charged with the en- 
forcement of the law stating that such service 
is being used as an instrumentality to violate 
the law.” In passing on the reasonableness 
and validity of this tariff regulation, that Com- 
mission said: “No objection having been made 
to said rule or regulation within due time the 
same became entitled to be accorded the force 
and effect of law, ‘ 

“Such rule and regulation also became the 
pronouncement of the public policy of the 
state, acting through the Public Service Com- 
mission as an arm of the state legislature in 
the particular field of public utility regula- 
tion.” 

3In U. S. Light & Heat Corp. v. Niagara 
Falls Gas & E. L. Co. PUR1931B 127, 47 F2d 
567, certiorari denied (1931) 283 US 864, 75 
L ed 1469, 51 S Ct 656, plaintiffs sought to 
have the New York Public Service Law re- 
lating thereto declared unconstitutional claim- 
ing its enforcement deprived them of property 
without due process under the Fourteenth 
Amendment of the Constitution of the United 
States. Mr. Justice Manton, speaking for the 
court, said: (PURI931B at p.. 131, 47 F2d 
at pp. 569, 570) “The plaintiff's . . . right 
to be served with gas is dependent upon § 62 
of the New York State Transportation Cor- 
porations Law. Except for this provi- 
sion of law, there is no duty or obligation on 
the part of the gas company to furnish service 
to any applicant. But a citizen has no 
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tions Act, however, the right of the 
public to receive service is not abso- 
jute, but may be limited by conditions 
in the tariff regulations of carriers, 
which, however, must be “just and 
reasonable.” These conditions neces- 
sarily include considerations of law 
and order, such as those set forth in 
defendant carriers’ tariff regulations, 
and others similarly compelling in- 
volving the public welfare. We con- 
clude, therefore, that the public (and 
complainants as members thereof) has 
no unqualified vested property right 
to receive telephone service which may 
be protected under the Fifth and Four- 
teenth Amendments of the Constitu- 
tion, and that any right to service 
which may be accorded by statute may 
be conditioned by just and reasonable 
regulations of the telephone carrier.* 

[8-5] c. Assuming, however, that 


a subscriber had a vested property 
right in interstate and foreign tele- 
phone service, defendant carriers’ tariff 
regulations in themselves do not de- 
prive complainants of such right with- 
out due process under the Fifth and 
Fourteenth Amendments unless action 
of the carriers cutting off a subscriber’s 
service thereunder also operates to 
leave him without recourse in the event 
said service were terminated without 
justifiable cause. It is quite clear that 
such is not the case here. Anyone who 
is refused service or whose service is 
terminated by a carrier has recourse by 
complaint to the courts under § 406 of 
the Communications Act of 1934, as 
amended.® As pointed out in para- 


graph 9 of the Agreed Statement of 
Facts herein, complainants have al- 
ready invoked legal process under 
§ 406 of the act by filing a bill of com- 





vested rights in statutory privileges or exemp- 
wee . This gas company became 
bound to furnish gas within the city of Ni- 
agara Falls by reason of the Public Service 
Law. The consumer was not obliged to pur- 
chase gas; he was privileged to do so. 
private right may be interfered with so long 
as it is not vested and a right is not 
vested unless it is something more than a 
mere expectation as may be based upon an 
anticipated continuation of the present general 
MWe so 

In Mentzer v. New England Teleph. & 
Teleg. Co. (1931) 276 Mass 478, 177 NE 549, 
551, the Massachusetts court said: “The de- 
fendant is a public service corporation en- 

gaged in the transmission of intelligence by 
electricity within the commonwealth. Its posi- 
tion with reference to the public is of a nature 
in many respects peculiar to itself. It is not 
a common carrier under the common law be- 
cause it is not entrusted with the custody of 
anything of intrinsic value . . (Con- 
tra—Postal Cable Teleg. Co. v. Cumberland 
i & Teleg. Co. [1910] 177 Fed 
726.) 

In Hollis v. Kutz, 255 US 452, 455, 65 L ed 
727, PUR1921C 637, 640, 41 S Ct 371, the 
Supreme Court held that an order of the Dis- 
trict of Columbia Public Utility Commission 
raising rates charged by a gas company did 
not involve a taking of property without due 
process under the Constitution because “plain- 
tiffs are under no legal obligation to take gas, 


nor is the ,government bound to allow it to be 
furnished.” 

* Conditions imported in tariff regulations 
of carriers which have been approved by the 
courts and by Public Utility Commissions, as 
not in violation of the Fifth and Fourteenth 
Amendments of the Constitution and as just 
and reasonable, include the following: A reg- 
ulation of a telephone company providing that 
the carrier would not furnish service to any 
patron in arrears for past services. (South- 
western Teleg. & Teleph. Co. v. Danaher, 238 
US 482, 59 L ed 1419, PURI915D 571, 35 
S Ct 886, LRA1916A 1208.) <A regulation of 
a power company that it would not furnish 
electric current to a property owner unless the 
latter agrees not to remeter and resell the 
current to his tenants. (Lewis v. Potomac 
Electric Power Co. 62 App DC 63, PUR1933C 
114, 64 F2d 701.) The identical regulation 
here under consideration, Katz v. Chesapeake 
& P. Teleph. Co. (DC 1949) 80 PUR NS 76. 
Regulations of a similar purport to those here 
under consideration, DeLuisa v. New Jersey 
Bell Teleph. Co. (NJ 1949) 78 PUR NS 22; 
Partnoy v. Southwestern Bell Teleph. Co. (Mo 
1947) 70 PUR NS 134; Rodman v. New 
England Teleph. & Teleg. Co. (Mass 1945) 
61 PUR NS 242; Ganek v. New Jersey Bell 
Teleph. Co. (NJ 1944) 57 PUR NS 146; 
Re Michigan Bell Teleph. Co. (Mich 1940) 34 
PUR NS 65. 

5 McBride v. Western U. Teleg. Co. (1948) 
77 PUR NS 65, 171 F2d 1. 
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plaint in the United States district 
court for the District of Columbia to 
enjoin the termination of their tele- 
phone service. That suit, as herein- 
before stated, was dismissed at com- 
plainants’ instance with the consent 
of all parties following withdrawal by 
the United States Attorney of his re- 
quest for discontinuance of complain- 
ants’ telephone service. Anyone claim- 
ing that a tariff regulation of any car- 
rier on file with the Commission which 
adversely affects him is unjust, unrea- 
sonable, or otherwise unlawful, has re- 
course to the Commission by complaint 
in the first instance under § 208 of 
the act. Complainants have invoked 
this section of the act in the filing 
of their complaint, which is the subject 
of these proceedings. Furthermore, 
under § 402 of the act, the United 
States district courts (in accordance 


with Chap 157 of Title 28, United 


States Code, Annotated) have juris- 
diction to enforce, enjoin, set aside, 
annul, or suspend any order of the 
Commission. Any person claiming to 
be damaged by any common carrier 
subject to the provisions of the act 
may either make complaint to the 
Commission or bring suit for the re- 
covery of damages for which the car- 
rier may be liable under the provisions 
of the Communications Act in any 
district court of the United States of 
competent jurisdiction. Under § 209. 
if, after a hearing on a complaint, the 
Commission shall determine that any 
party complaining is entitled to an 
award of damages under the provisions 
of the Communications Act, the Com- 


mission has power to make an award 
directing the carrier to pay to the 
complainant the sum to which he is 
entitled on or before a day named. 
These tariff regulations of defendant 
carriers cannot, of course, enlarge, 
diminish, or otherwise alter the rem- 
edies provided by law or alter the 
powers conferred upon the Commis- 
sion by the Communications Act. 
Accordingly, we conclude that they do 
not deprive complainants of op- 
portunity for a hearing in violation 
of the Fifth and Fourteenth Amend- 
ments. 

d. Complainants, however, assert 
that the aforesaid remedies are not 
adequate because they do not provide 
for hearing prior to any discontinuance 
of service; that from a procedural 
standpoint, due process of law is 
denied by the tariff regulations in- 
volved herein because “by a mere let- 
ter from a law enforcement agency the 
burden of proving oneself innocent is 
cast upon petitioners and others so cir- 
cumstanced,” and “not only takes 
away from individuals their right to 
telephone service, but denies to them 
any recourse in damages, even though 
the individuals may ultimately be able 
to show that they are not within the 
qualified class to whom telephone 
service may be denied.” We find no 
merit in these contentions. It is well 
settled that “due process” does not al- 
ways require a hearing before discre- 
tion is exercised. The requirements 
of “due process” are satisfied if there 
is opportunity for a hearing and a 
judicial determination at some stage.™ 





6 A prior hearing was held not to be a pre- 
requisite to the refusal of telephone and gas 
service, respectively, in Southwestern Teleg. 
& Teleph. Co. v. Danaher, supra, footnote 4, 
and in Lewis v. Potomac Electric Power Co. 
supra, footnote 4. 
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6a Ewing v. Mytinger & Casselberry (1950) 
339 US 594, 94 L ed —, 70 S Ct 870; Yakus 
v. United States (1944) 321 US 414, 88 L ed 
834, 64 S Ct 660; Bowles v. Willingham 
(1944) 321 US 503, 88 L ed 892, 64 S Ct 641. 
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The Supreme Court in passing on the 
constitutionality of procedure provided 
under the Revenue Act of 1926 held 
that this statute satisfied the require- 
ments of due process because two alter- 
native methods of eventual judicial 
review are available to the transferee, 
and said: “Where only property rights 
are involved mere postponement of the 
judicial inquiry is not a denial of due 
process, if the opportunity given for 
the ultimate judicial determination of 
the liability is adequate Delay 
in the judicial determination of prop- 
erty rights is not uncommon where 
it is essential that governmental needs 
be immediately satisfied. a 
The tariff regulations do not, of course, 
relieve the carrier of the necessity of 
showing “probable cause” for refusal 
or discontinuance of service on its own 
initiative; nor do they operate to re- 
lieve the carriers from the consequences 
of damages in the event they act with- 
out probable cause in such cases. In 
any action brought by an individual 
either to require the carrier to provide 
or continue service terminated or dis- 
continued on advice of a law enforce- 
ment officer pursuant to these regula- 
tions, or for damages growing out of 
the refusal or discontinuance of serv- 
ice by the carrier on such advice pur- 
suant to its tariff regulation, the com- 
plainant would have the usual burden 
of supporting the allegations of his 
complaint. The regulations neither 
enlarge nor alter that burden. In such 
actions where the carrier had refused 
or discontinued service at the request 
of a law enforcement agency the burden 
of the carrier of going forward to show 





8b Phillips v. Commissioner of Internal Rev- 
enue (1931) 283 US 589, 596, 597, 75 L ed 
1289, 51 S Ct 608. 


“probable cause” would be met by the 
carrier’s showing that it acted upon 
such request in pursuance of its tariff 
regulation. A complainant would have 
the usual opportunity of offering re- 
buttal evidence to show that the notice 
from the law enforcement agency, upon 
which the carrier relied, was unsup- 
ported by fact. Hence, the tariff reg- 
ulations, in themselves, in no wise 
operate to deny complainants the right 
to test their application to complain- 
ants’ particular use of the telephone 
service. In so far as these tariff regula- 
tions may operate to preclude recovery 
of damages to one deprived of service 
by a carrier upon notice of a law en- 
forcement agency that the service was 
being or would be used for illegal pur- 
poses, such circumstance in and of 
itself does not require us to find that 
the regulations in question contravene 
the due process clauses of the Fifth 
and Fourteenth Amendments to the 
Federal Constitution; and we think, 
for reasons fully discussed below, a 
sound basis exists for affording pro- 
tection to the telephone carrier. We 
conclude, therefore, that no denial of 
due process results from the applica- 
tion of these tariff regulations. 

[6, 7] 3. Aside from the constitu- 
tional question, are these tariff regula- 
tions just and reasonable as required 
by § 201(b) of the Communications 
Act of 1934, as amended? The first 
sentence of the tariff regulations sets 
forth the condition under which com- 
plainants are entitled to require de- 
fendant carriers to provide service, 
namely, that the facilities “will not be 
used for an unlawful purpose.” This 
is necessarily a condition of defendant 
carriers’ service, even without such a 
provision in their tariff regulations. It 
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is well settled that a telephone company 
may refuse and cannot be compelled 
to furnish service which will be used 
or which the telephone company has 
reasonable cause to believe will be used 
in furtherance of illegal enterprises. 
No carrier can be compelled to aid in 
an unlawful undertaking.?’ The second 
sentence of the tariff regulations pro- 
vides that “Service will not be fur- 
nished if any law enforcement agency 
acting within its jurisdiction advises 
that such servce is being or will be used 
in violation of law, or if the telephone 
company receives other evidence that 
such service is being or will be so 
used.” This is, in effect, a statement 


that advice from a law enforcement 
agency that service is being or will be 
used in violation of law will be con- 
sidered to be “probable cause” for the 
discontinuance or refusal of service by 


the carrier. The carrier is not a law 
enforcement agency and should not be 
required to assume the function of law 
enforcement. The vital responsibility 
of maintaining law, order, and the 
prevention of crime is vested in law 
enforcement agencies established by 
the government for that purpose. 
These law enforcement agencies 
through their personnel must be pre- 
sumed to act within their proper 


sphere, and without improper motive. 
Unless and until the courts shall de- 
cide that the action of a law enforce- 
ment officer in requesting the telephone 
carrier to discontinue service to a sub- 
scriber is unwarranted and baseless, 
we think such a request must be con- 
sidered an incident in the prevention 
of crime and maintenance of law and 
order, binding upon the telephone 
carriers, and as controlling in deter- 
mining that the telephone carrier had 
“probable cause” for discontinuance or 
refusal of service. Moreover, were 
the carrier to disregard the advice of 
law enforcement officers it might well 
find itself subject to prosecution for 
participating in an illegal enterprise. 
On the other hand, without some pro- 
tection, the carrier refusing or discon- 
tinuing service at the request of law 
enforcement agencies would be under 
threat of civil liability in the event the 
accusations are wrongfully made by 
the enforcement officials and in the 
final analysis the resulting expense 
imposed upon the common carrier is 
borne by the legitimate users of its 
service. We conclude, therefore, that 
in the light of § 201(b) of the Com- 
munications Act of 1934, as amended, 
the tariff regulations here in question 
are just and reasonable.® 





7 Hamilton v. Western U. Teleg. Co. (1940) 
36 PUR NS 38, 34 F Supp 928; Tracy v. 
Southern Bell Teleph. & Teleg. Co. (1940) 
38 PUR NS 527, 37 F Supp 829. 

8 In the following cases, the courts have held 
that advice from a law enforcement officer 
that a telephone service was being or would 
be used for an unlawful purpose was probable 
cause for the refusal or discontinuance of tele- 
phone service by the carrier: McBride v. 
Western U. Teleg. Co. (1948) 77 PUR NS 
65, 171 F2d 1; Hagerty v. Southern Bell 
Teleph. & Teleg. Co. (1945) 59 F Supp 107; 
Tracy v. Southern Bell Teleph. & Teleg. Co. 
supra, footnote 7; Re Manfredonio (1944) 183 
Mise 770, 52 NYS2d 392; Dente v. New York 
Teleph. Co. (1944) 55 NYS2d 688. A con- 
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trary view was taken by the court in Andrews 
v. Chesapeake & P. Teleph. Co. (1949) 79 
PUR NS 149, 83 F Supp 966, but the court 
denied the injunction upon a finding that the 
service was in fact being used for an unlaw- 
ful purpose (1949) 89 F Supp 176. 

8The regulation here under consideration 
was before the District of Columbia Public 
Utilities Commission in Katz vy. Chesapeake 
& P. Teleph. Co. (1949) 80 PUR NS 76, and 
that Commission held that the telephone tariff 
regulation is valid, consistent with the public 
interest, and in no degree a denial of due 
process. Regulations similar to those here 
under consideration have been found to be 
just, reasonable, and lawful by the following 
additional Public Service Commissions: New 
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[8] 4. In view of our conclusions 
which take into consideration the 
rights, interests, and remedies of com- 
plainants, the defendant carriers, the 
interests of the public and our jurisdic- 
tion and responsibility in the premises, 
under the Communications Act of 
1934, as amended, and the Fifth and 
Fourteenth Amendments of the Con- 
stitution of the United States that the 
tariff regulations of defendant carriers 
here involved are just, reasonable, and 


lawful, the complaint should be dis- 
missed. 


ORDER 


It is, therefore, ordered, This lst 
day of November, 1950, that the com- 
plaint of Harry Katz and Bertha B. 
Katz, be, and it is hereby, dismissed. 

Released: November 3, 1950, and 
effective forty days thereafter, sub- 
ject to § 1.853 of the Commission’s 
Rules. 





Teleph. Co. (1947) 70 PUR NS 134; Massa- 
chusetts Department of Public Utilities in 
Rodman v. New England Teleph. & Teleg. 
Co. (1945) 61 PUR NS 242. 


mae Jersey Public Service Commission in Slap- 
were kowski v. New Jersey Bell Teleph. Co. (1947) 
ce of 67 PUR NS 33; Missouri Public Service 
wil Commission in Partnoy v. Southwestern Bell 
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PPLICATION by telephone company for authority to increase 
telephone rates; modified increase authorized. 


sie, Apportionment, § 61 — Allocation of telephone property — Subscriber lines — 
ome Separations Manual. 


1. Provisions in the NARUC Separations Manual for allocation of the 
wae cost of subscribers’ lines, instruments, and exchange switchboard equip- 
79 ment in proportion to the time such facilities are actually used for exchange 
court and toll service produce erroneous results and are unacceptable where a 
Y the telephone company is using a flat rate for exchange service and a message 
neeei rate for toll service, since the former tends to promote unlimited use of 

; ; : a! ‘ 
sihin service, while the latter has the opposite effect, p. 82. 
-ublic ‘ ‘ ‘ , 
Apportionment, § 7 — Telephone properties and expense — Basis for allocation — 
Subscriber line usage. 


2. The subscriber line usage factor determined by use of service under 
diametrically opposite forms of rates, i.e., flat rates and message rates, is 
not an equitable basis for allocating property and expenses between toll 
and exchange telephone service, since a flat rate for exchange service en- 
courages use, while a message rate tends to discourage toll calls, p. 82. 

79 86 PUR NS 





WISCONSIN PUBLIC SERVICE COMMISSION 


Apportionment, § 7 — Telephone properties and expenses — Adjustment to cus- 
tomer line usage allocation. 
3. Fifty per cent of the change in investment and expenses allocated to 
toll service and exchange service occasioned by weighting toll usage two 
for one as compared with exchange usage, instead of on an equal basis, 
was considered as producing the minimum shift in the allocation of costs 
between the two types of service necessary to avoid inequitable results 
where toll service was on a message rate and exchange service on a flat rate, 
p. 84. 
Return, § 26 — Cost of capital — Telephone company obtaining funds from 
parent. 
4. The cost of capital to a telephone company which is wholly owned by 
a national system from which it obtains its capital is the cost of capital 
to its parent company, p. 84. 


Return, § 26 — Estimate of earnings — Dividend yield of past period. 
5. The average dividend yield of a telephone company during a period ap- 
proximately thirty years ago is without probative value in estimating its 
current earnings requirement, since conditions affecting the money market 
are entirely different now from what they were at that time, p. 87. 

Return, § 27 — Dividend pay-out percentage — Guide to return requirement. 
6. A telephone utility’s dividend payout percentages based upon its ex- 
perience during a single year was not considered a reasonably satisfactory 
guide for the determination of its return requirements, p. 88. 

Return, § 41 — Telephone company’s earnings requirement — Consideration of 

suppliers’ earnings. 

7. The average earnings of a supplier of telephone equipment which is 
affiliated with a nation-wide telephone system from which a local company 
obtains all its capital should be considered in determining the telephone 
company’s earnings requirements, p. 92. 

Return, § 41 — Wholly owned local telephone company — Cost of capital to 

parent. 

8. A reasonable rate of return for a telephone company obtaining all its 
capital from a parent company which owns all of its stock should be such 
as to cover its fair share of the cost of capital to its parent, including as 
a part thereof an allowance over and above the bare dividend on equity 
capital sufficient to attract capital necessary to meet its public service re- 
quirements, p. 92. 

Return, § 111 — Telephones. 
9. A telephone company’s return of 5.35 per cent on its rate base, with no 
adjustment for income taxes, was considered reasonable, p. 92. 

bg 


By the Commission: On August crease the 1949 year-end level of rev- 
7, 1950, the Commission issued an in- enues by $1,932,000. 
terim order in the above docket setting The applicant on September 6, 
forth its ultimate findings of fact, and 1950, submitted a proposed schedule 
directing the applicant to file within of toll rates in compliance with the 
thirty days of date thereof a schedule order of August 7, 1950. It is the 
of intrastate toll rates designed to in- purpose of this opinion and supple- 
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mental order to set forth in summary 
form the essential supporting data for 
the findings in the August 7, 1950, 
order and to authorize a new schedule 
of intrastate toll rates. 

The company’s application to in- 
crease rates by approximately $6,000,- 
000 annually was filed with the Com- 
mission on September 30, 1949. 

Hearings were held at Madison on 
January 4, 5, and 6, and March 1, 2, 
and 3, and May 25, 1950, before Com- 
missioners John C. Doerfer and W. F. 
Whitney, on March 27 and 28, 1950, 
before Commissioners John C. Doer- 
fer and Samuel Bryan, and on March 
29 and 30, and April 5, and 6, 1950, 
before Commissioners John C. Doer- 
fer, Samuel Bryan, and W. F. Whit- 
ney. 


APPEARANCES: Wisconsin Tele- 


phone Company, Francis J. Hart, 


Counsel, and Miller, Mack & Fair- 
child, by Marvin Klitsner, of counsel ; 
Municipalities Defense Committee, by 
Walter J. Mattison, Chairman, Max- 
well H. Herriott, Counsel, Harry G. 
Slater, Counsel, and Harold Hanson, 
Counsel. City of Milwaukee: Walter 
J. Mattison, by Harry G. Slater, As- 
sistant City Attorney. City of Madi- 
son: Harold Hanson, City Attorney. 
Village of Fox Point: Maxwell H. 
Herriott, Village Attorney. City of 
Menasha: John R. Scanlon, Mayor, 
and Melvin L. Crowley, Attorney. 
City of Superior: George Flynn, City 
Attorney. City of South Milwaukee: 
Robert E,. Mullins, City Attorney. 
City of West Allis: Ferdinand A. 
Glopek, Acting City Attorney, and 
George Schmus, City Attorney. City 
of Oshkosh: E. R. Siewert, Mayor, 
W. Glenn Schroeder, Alderman, 
Walter Madson, Alderman, and 


[6] 


Harry E. Meyer, City Attorney. City 
of Racine: Thomas P. Corbett, City 
Attorney. City of Manitowoc: 
Woodrow Schmitz, City Attorney. 
Village of Kimberly: Al Fulcer, 
Village President, and Alfred Brad- 
ford, Village Attorney. City of 
Kenosha: R. V. Baker, City Attor- 
ney. City of New London: S. W. 
Krostue, City Attorney. City of Fond 
du Lac: Mayor Weis, and George M. 
St. Peter, Attorney. City of Baraboo: 
R. F. Gollmer, City Attorney. City of 
Oconomowoc: George C. Johnson, 
City Attorney. Village of Little 
Chute: U. P. Van Sustern, Village 
Attorney. City of Appleton: Robert 
L. Roemer, Mayor, and Harry P. 
Haeffel, City Attorney. City of 
Stevens Point: Roman L. Wanta, 
City Attorney. City of West Mil- 
waukee: Allen J. Busby, Attorney. 
City of Kaukauna: H. F. Mce- 
Andrews, City Attorney. City of 
Waukesha: Richard S. Hippenmeyer, 
City Attorney, and William G. Cal- 
low, Assistant City Attorney. City of 
Green Bay: Clarence Nier, City At- 
torney. City of Watertown: Harold 
Hartwig, City Attorney. City of 
Tomah: H. B. Bell, Mayor. Vernon 
Vogt, as an individual Waukesha. 
Wisconsin Federation of Labor: Pad- 
way, Goldberg & Previant. Division 
23, Communication Workers of Amer- 
ica, C. I. O.: Edward V. Peil, Vice 
President, Catherine Conroy, and 
Anna Jepezauer. Wisconsin State 
Hotel Association: P. H. Porter, At- 
torney. Senator Earl H. Leverich, 
31st Senatorial District. Wisconsin- 
Milwaukee County Industrial Union 
Council, C.I.O.: Glenn M. Clark, 
Secretary-treasurer, and John M. 
Sorenson, Milwaukee. The Wiscon- 
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sin Taverns Association: H. B. Bell, 
Columbus. 

Of the Commission staff: Wil- 
liam E. Torkelson, Chief Counsel, A. 
R. Colbert, Chief, William Holmes, 
Division of Accounts and Finance, H. 
J. O’Leary, Chief, K. J. Jackson, 
Rates and Research Department, 
George P. Steinmetz, Chief, and D. J. 
Nicholson, Engineering Department. 

Briefs were submitted by Francis 
J. Hart, Counsel, and M. E. Kilitsner, 
of counsel, for the applicant; Max- 
well H. Herriott for the Municipali- 
ties Defense Committee; Walter J. 
Mattison and Harry G. Slater for the 
city of Milwaukee; Richard S. Hip- 
penmeyer for the city of Waukesha; 
Harold Hanson for the city of Madi- 
son; George A. Schmus and Ferdi- 
nand A. Glopek for the city of West 
Allis; and Harry E. Meyer, Clarence 
Nier, and George St. Peter for the 
cities of Oshkosh, Green Bay, and 
Fond du Lac. 

The testimony and the exhibits pre- 
sented by the various parties to the 
proceeding and the Commission staff 
focuses attention on two fundamental 
issues—namely, (1) the reasonable- 
ness and propriety of the applicant’s 
allocation of investment and expenses 
between exchange service, state toll 
service, and interstate toll service, and 
(2) what is a reasonable rate of re- 
turn. Since the intrastate rate base 
and level of earnings in Wisconsin 
are both affected by the allocation of 
investment and expenses involved in 
the separations procedures, that sub- 
ject will be considered first. 


Separation Methods 


[1,2] The applicant’s plant is used 
for local exchange, state toll, and in- 


86 PUR NS 


terstate toll service. Parts of the 
plant and related expenses are used 
only for exchange service or only for 
toll service, but other portions are 
used jointly for exchange and toll 
service. In presenting its case, appli- 
cant made a separation of plant and 
expenses assignable to exchange, state 
toll, and interstate toll service in ac- 
cordance with the procedure for sepa- 
rating property, revenues, and ex- 
penses set forth in the Separations 
Manual prepared by a Special Coop- 
erative Committee on Telephone 
Regulatory Problems comprised of 
representatives of the Federal Com- 
munications Commission and the Na- 
tional Association of Railroad and 
Utilities Commissioners. The manual 
has never been formally adopted by the 
Federal Communications Commission 
or this Commission. It is not conclu- 
sive nor controlling. 

In this proceeding, the Commis- 
sion’s chief engineer presented testi- 
mony with respect to one phase of the 
separation procedure which he con- 
sidered produced erroneous results. 
This concerns the methods set forth in 
the Separations Manual for the alloca- 
tion of subscribers’ lines, telephone in- 
struments, and exchange switchboard 
equipment and associated costs. The 
manual provides that such equipment 
and associated costs shall be allocated 
to exchange and toll service in pro- 
portion to the time such facilities are 
actually used for exchange and toll 
service. This basis is commonly re- 
ferred to as the subscriber line usage 
factor. The actual time in use of 
these facilities is relatively small, being 
about 4 per cent for the instruments 
and 8 per cent for subscriber lines. Of 
the total actual time in use, somewhat 
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over 90 per cent is for local exchange 
service and somewhat less than 10 per 
cent for toll service. Hence, the ap- 
plication of the subscriber line usage 
factor assigns between 90 and 95 per 
cent of the idle time to exchange serv- 
ice and between 5 and 10 per cent of 
the idle time to toll service. 

The Commission’s chief engineer 
testified that the application of this 
factor according to the manual pro- 
duced results which were erroneous in 
that two large a portion of the tele- 
phone instruments, subscriber line fa- 
cilities, and associated equipment and 
related costs were allocated to ex- 
change service and too small a por- 
tion allocated to toll service. He 
based his conclusion upon the fact that 
the very usage upon which the alloca- 
tion was based was, in the case of toll 
service, deterred by the form of rate 
applicable to such service and in the 
case of exchange service unrestrained 
because of the form of rate. Except 
for Milwaukee, the applicant’s rates 
for exchange service are flat rates. 
These rates do not vary depending 
upon the volume of the subscriber’s 
use of the service. Since the subscrib- 
er incurs no penalty by increasing the 
number of calls and his bill remains 
the same whether the number of calls 
is great or small, flat rates tend to 
promote unlimited use of service. On 
the other hand, toll rate schedules pro- 
vide for rates based upon a charge 
for each message. The cost per mes- 
sage also varies with conversation time 
and length of haul. The application 
of a rate based on message units tends 
to discourage the use of the service, 
since the subscriber can limit the 
amount of his toll bill by restraint in 
the use of the service. 
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The opposite tendencies promoted 
by the difference in the form of rate 
was demonstrated by evidence intro- 
duced by the Commission staff. This 
evidence shows that in instances where 
unlimited service has been discon- 
tinued and message toll rates applied in 
lieu thereof a reduction in time of use 
of about 75 per cent occurred. On the 
other hand, where message toll rates 
were discontinued and unlimited serv- 
ice at flat rates substituted in lieu 
thereof, time in use increased from 
three to six times or more. These re- 
sults point up very clearly that the sub- 
scriber line usage factor determined by 
use of service under diametrically op- 
posite forms of rates is not an equita- 
ble basis for allocating property and 
expenses between two diverse types of 
service. 

The fallacy inherent in the use of 
the subscriber line usage factor pre- 
scribed in the Separations Manual is 
further demonstrated by the fact that 
if measured service rates for exchange 
service were prescribed for all of the 
applicant’s exchanges, there would im- 
mediately be a substantial increase in 
plant and expenses allocated to toll 
service, even though the use of toll 
service did not change. In that case, 
both exchange and toll service would 
become subject to the same kind of de- 
terrents in use of service, and, under 
such circumstances, the factors which 
determined subscriber line usage on 
both the exchange and toll side of the 
equations would be similar. The ef- 


fect of the unbalance in use created by 
differences in rate forms can be over- 
come, in part, at least, by according 
greater weight to toll time in use than 
to exchange time in use in the alloca- 
tion of joint costs. 


By such a method 
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we deem it is possible to obtain a more 
equitable allocation of the real costs 
which would be incurred if both 
services were furnished under rates 
which promoted similar use patterns. 

[3] After giving consideration to 
the diversity in use of service pro- 
moted by the difference in the form of 
rates applicable to the exchange and 
toll service, the Commission’s chief 
engineer recommended that time in 
use applicable to toll service should be 
given a weighting of at least two as 
compared to a weighting of one for 
time in use for exchange service. The 
Commission is satisfied that a reason- 
able allocation of cost between ex- 
change and toll service is not obtain- 
able by application of the subscriber 
line usage factor provided in the Sepa- 
rations Manual. It may well be that 


the weighting proposed by the Com- 


mission’s chief engineer will produce 


Total 
Company 
Investment 
add or (subtract) 


Net operating income 
add or (subtract) 


It will be noted that the major shift 
occurs between exchange and intra- 
state toll service. Of the total in- 
vestment and expenses deducted from 
exchange service, approximately one- 
third is added to interstate toll serv- 
ice and the remaining two-thirds add- 
ed to intrastate toll service. 


Rate of Return 


[4] There is general agreement in 
the record that, since the applicant is 
wholly owned by A.T.&T.Co. and se- 
cures its capital through A.T.&T.Co., 
to the extent that cost of capital is a 
criterion of what the earnings rate 
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Interstate 
$642,500 
($78,500) 


reasonable results. However, pend- 
ing further study of the matter, it is 
the Commission’s considered judg- 
ment that for the purposes of this pro- 
ceeding 50 per cent of the change in 
investment and expenses occasioned 
by weighting toll usage two for one 
as compared with exchange usage will 
produce the minimum shift in the al- 
location of costs between exchange and 
toll service which the Commission con- 
siders reasonable and necessary. 

In its order of August 7th, the Com- 
mission set forth in findings 1 and 3, 
the effect of the adopted reallocation 
upon the rate base and net operating 
income. The basic adjustments in- 
volved are set forth in more detail 
below: [Table omitted. ] 

The net effect of the shift in alloca- 
tion of investment and expenses adopt- 
ed by the Commission is summarized 
as follows: 


Intrastate 
Toll 


$1,302,500 


Total 
Intrastate 


($642,500) 
$78,500 


Exchange 
($1,945,000) 


$238,500 ($160,000) 
should be, the cost of capital to ap- 
plicant is the cost to A.T.&T.Co. 
There is agreement as to the cost of 
debt capital to A.T.&T.Co. There 
is agreement as to desirability of 
maintenance of the $9 dividend on 
A.T.&T.Co. stock. There is agree- 
ment on the proposition that earnings 
should be such as to encourage and 
bring about conversion of present con- 
vertible debentures into common stock 
equity. In fact, as stated succinctly by 
counsel for applicant in his brief, 
“There remains in the area on which 
the witnesses are in disagreement only 
the question of how much over the $9 
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dividend must the earnings be now to 
give reasonable assurance of its con- 
tinuance.”’ 

Testimony bearing on the rate of re- 
turn was presented on behalf of the ap- 
pliant by Mr. Donald R. Belcher, 
treasurer of A.T.&T.Co., Mr. Harold 
M. Flinn, assistant treasurer of 
A.T.&T.Co., Dr. Merwin H. Water- 
man, professor of finance in the School 
of Business Administration at the 
University of Michigan, and Mr. 
Clarence A. Bickel, vice president and 
treasurer of Robert W. Baird and 
Company, Inc., investment brokers 
and dealers, of Milwaukee, Wisconsin. 
Commission staff testimony on rate of 
return was presented by Mr. A. R. 
Colbert, Chief of the Accounts and Fi- 
nance Department. 

Mr. Belcher estimated the earnings 
requirement of the Bell system at 7 
per cent of total capitalization. This 
percentage was based on the cost of 
fixed charge capital of 2.96 per cent 
and an earnings estimate on equity 
capital of 9 per cent applied to a con- 
solidated capital structure comprised 
of one-third fixed charge capital and 
two-thirds equity capital. The actual 
present consolidated capitalization 
ratios of A.T.&T.Co. (Sept. 30, 1949) 
are approximately 51 per cent fixed 
charge capital and 49 per cent equity 
capital. However, Mr. Belcher testi- 
fied regarding the long-time policy of 
A.T.&T.Co. in keeping the amount of 
debt to about one-third of total capi- 
talization and the desirability of 
getting the debt ratio back to that 
level. 

The total Bell system earnings re- 
quirement, as estimated by Mr. Bel- 


cher, is shown below, computed from 
Exhibit 8: 


1. Total Bell system capital, 
Sept. 30, 1949, comprised 
of sum of total stock equity 
and debt capital 

2. Deduct investments in non- 
consolidated companies .. 92,916,000 

3. Total Bell system capital less 
above investments $7,194,772,000 

4.Earnings needed, f 
line 3 503,634,000 

5. Deduct : 

Earnings on A.T.&T.Co. 
investment in Western 
Electric Co. based on 
average earnings of 
8.39% for period 1916- 
1948 applied to invest- 
ment in W. E. Co. of 
$316,099,889 

Net of license contract 
revenues and miscellane- 
ous income less general 
dept. expense 


26,521,000 


(1,105,000) 
$25,416,000 


Total deduction 


6. Estimated earnings needed 
from Bell system telephone 
operations 


$478,218,000 


Having estimated the total Bell 
system earnings requirement from 
telephone operations, Mr. Belcher 
then estimated the earnings require- 
ment of applicant based on the propor- 
tion which Wisconsin capital bore to 
total Bell system capital after deduc- 
tion for certain investments, as shown 
below : 


1. Total Bell system capital ... $7,287,688,000 


2. Deduct investments in non- 
consolidated companies in 
Western Electric Co., in 
Bell Telephone Laborato- 
ries, Inc. and certain assets 
of A.T.&T.Co. general de- 
partment 


732,563,000 
$6,555,125,000 


3. Capital allocation base 

4. Wisconsin Telephone Co. 
capital stock and surplus.. 

5. Per cent Wisconsin capital 
of capital allocation base.. 

6. Estimated earnings needed 
from Bell system telephone 
operations 


$122,340,825 
1.87% 


$478,218,000 
86 PUR NS 





WISCONSIN PUBLIC SERVICE COMMISSION 


7. Estimated earnings require- 
ment of Wisconsin before 
tax savings adjustment 
(item 5 times item 6).... 

8. Less tax savings allocated to 
Wisconsin 

9. Estimated earnings require- 
ment of Wisconsin after 
adjustment for tax savings 

10. Per cent of total Wisconsin 
capital (item 9 divided by 
item 4) 


8,943,000 
554,000 


8,389,000 
6.86% 


Since Wisconsin has no debt of 
its own, Mr. Belcher credits it with 
a pro rata share of the reduction in 
income tax occasioned by the interest 
deductions on Bell system debt, less 
tax expenses of A.T.&T.Co. general 
department. 

Mr. Flinn’s testimony related to the 
relative stability of revenues and re- 
turn of the telephone business as com- 
pared with other businesses and es- 
pecially with other classes of utilities. 
The import of his testimony was that 


revenues and return of telephone utili- 


ties fluctuate more, that is, have 
greater instability, than water and 
electric utilities though somewhat less 
than railroad and major manufactur- 
ing companies. 

Dr. Waterman testified regarding 
his opinion of the required return for 
Wisconsin if it were independent of 
the Bell system and expressed his judg- 
ment that the return should be in the 
area of $11,000,000, which would be 
about 9 per cent of Wisconsin capital 
of $122,340,825 as of September 30, 
1949, 

Mr. Bickel testified regarding his 
opinion of the level of earnings re- 
quired on A.T.&T.Co. stock to main- 
tain its investment status and to in- 
duce potential investors to purchase 
the stock. He _ concluded that 
A.T.&T.Co. stock should sell current- 
ly at about 13 times its earnings and 
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that the $9 dividend should be about 
70 per cent of its earnings. On this 
basis, he stated earnings per share 
should be between $12.75 and $13 a 
share on the stock after full conver- 
sion of outstanding convertible 
debentures and the issuance of the bal- 
ance of the stock under the employees’ 
stock plan. 

Mr. Colbert based his estimate of 
the required return for Wisconsin on 
the cost of capital to A.T.&T.Co. 
Since Wisconsin capital is obtained 
from A.T.&T.Co., he allocated the 
capital structure of A.T.&T.Co. among 
its investments, thus computing the 
proportionate part of A.T.&T.Co.’s 
capital structure assignable to Wiscon- 
sin. On the debt allocated to Wiscon- 
sin, interest was computed at 2.86 per 
cent, being the cost of A.T.&T.Co. 
Interest on capital stock instalments 
was computed at the annual cost of 
2.01 per cent. Return on_ stock 
equity (book value) was figured at 
8.32 per cent on the present stock, 
being derived from an estimated al- 
lowance of 7.2 per cent on the book 
value of A.T.&T.Co. stock assuming 
all convertible debentures were con- 
verted into common stock. He esti- 
mated the composite return require- 
ment at 5.25 per cent of Wisconsin 
capital plus the portion of A.T.&T.Co. 
general department assets allocated to 
Wisconsin, as shown by the following 
data taken from Exhibit 36: [Table 
omitted. | 

Mr. Colbert pointed out that the 
5.25 per cent is net after the credit to 
the Wisconsin Company of its share 
of A.T.&T.Co.’s income tax reduction 
because of interest expense. He testi- 
fied that if the income tax saving were 
applied to reduce the tax expense of 
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the Wisconsin Company, the return 
requirement would be 5.84 per cent, 
out of which the stockholder would 
have to pay Wisconsin privilege divi- 
dend taxes and his own income taxes 
on the dividends received. 

The proper level of earnings on 
A.T.&T.Co. stock is the essential 
question. Differences in the technical 
approach of witnesses, such as Mr. 
Belcher’s use of consolidated 
A.T.&T.Co. data and Mr. Colbert’s 
use of corporate A.T.&T.Co. data in 
allocating capital costs to Wisconsin, 
are insignificant in relation to the more 
important question as to the required 
level of equity earnings of A.T.&T.Co. 

Statistics regarding A.T.&T.Co. 
stock are shown in Exhibit 36, from 
which the following data were pre- 
pared: [Table showing consolidated 
book value per share, market value per 
share, consolidated earnings per share, 
earnings price ratio, and dividend 
yield on market omitted. ] 

The 7 per cent return on Bell sys- 
tem capitalization estimated by Mr. 
Belcher would result in consolidated 
earnings of $15.85 per share on 
A.T.&T.Co. stock outstanding at 
September 30, 1949, and $13.46 per 
share on the pro forma shares of stock 
assuming all convertible debentures 
were exchanged for common stock as 
of that date. During the period 1920- 
1949, when consolidated data were 
available, there has been no year when 
earnings were as high as $15.85 a 
share and only six years when earn- 
ings were more than $13.46 a share. 
These six years were in the period 
prior to 1930 when interest rates and 
dividend yields were generally higher 
than those currently being experi- 
enced. 


As a matter of fact, in consider- 
ering the earnings required on 
A.T.&T.Co. stock to attract equity 
capital, Mr. Belcher testifies that 
“primary consideration must be given 
to the earnings of the 1920-1926 pe- 
riod.” Certain statistics regarding 
A.T.&T.Co. common stock during 


that period are set forth below: 


Arithmetic 
Average 


1920-1926 


Consolidated book value per share ae 40 
Market value per share 67 
Consolidated earnings per share . 
Consolidated earnings price ratio .. 

Dividend yield 


[5] It is observed that during the 
1920-1926 period the average divi- 
dend yield on A.T.&T.Co. stock was 
7.29 per cent. This may be compared 
with substantially lower yields in more 
recent periods, the average for Janu- 
ary 1, 1946, to September 30, 1949, 
being 5.65 per cent, which is nearly 
30 per cent lower than the average 
dividend yields in the 1920-1926 pe- 
riod. It will be noted, also, that, dur- 
ing 1920-1926, when average earn- 
ings were $13.10 a share, the average 
market value was $122.67, which was 
lower than average book value of 
$137.40 a share. In contrast, during 
January 1, 1946, to September 30, 
1949, with average earnings of $9.18 
a share, the average market value 
was $160.87, which was higher than 
average book value of $134.12 per 
share. 

The Commission considers that the 
experience of the 1920-1926 period 
is without probative value in estimat- 
ing current earnings requirements. 
The period is twenty-five to thirty 
years past and the conditions affecting 
the money market are entirely different 
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than those prevailing today. There 
were also other differences affecting 
earnings in that period. 

Mr. Bickel estimated a consolidated 
earnings requirement for A.T.&T.Co. 
stock between $12.75 and $13 a 
share after full conversion of convert- 
ible debentures and issuance of stock 
under the employees’ stock plan. He 
based this conclusion upon the prem- 
ise that A.T.&T.Co. stock should 
sell at about 13 times earnings; the 
current $9 dividend should be about 
70 per cent of current earnings; and 
that the yield should be not less than 
5.25 per cent. The gist of Mr 
Bickel’s testimony is that with 
A.T.&T.Co. having about a 60 per 
cent stock equity and a 40 per cent 
debt ratio (the approximate ratios if 
all convertible debentures were con- 
verted and all stock issued under the 
employees’ stock plan), the price 
earnings ratio would be about 13 (or 
an earnings price ratio of 7.69 per 
cent) and that the dividend payout 
would be about 70 per cent of earn- 
ings. 

Mr. Bickel admitted that he ob- 
tained estimated earnings requirement 
of $12.75 to $13 a share based on an 
earnings price ratio higher than any 
annual average earnings price ratio 
that has prevailed during the past 
twenty-two years, and that the only 
years since 1920 when the earnings 
price ratios were as high as he used 
where in the 1920-1928 period when 
interest rates and dividend yields were 
much higher than at present. The 
dividend payout of 70 per cent testified 
to by Mr. Bickel appears to be in- 
fluenced by the record of dividend pay- 
outs of selected electric utilities during 
1949 and early 1950. Mr. Bickel tes- 
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tified that the percentages of dividend 
payout for these companies were 83 
per cent on April 27, 1949; 82 per 
cent on August 12, 1949; 79 per cent 
on November 5, 1949; and 71.36 per 
cent on March 23, 1950. 


[6] The Commission does not con- 
sider that dividend payout percentages 
based upon the experience of a single 
year or conditions currently prevailing 
establish a reasonably satisfactory 
guide for the determination of return 
requirements, Fluctuations in income 
may result in dividends exceeding in- 
come in years of poor earnings and the 
percentage payout may be quite low 
in years of good earnings. The aver- 
age experience over a somewhat long- 
er period is of greater significance. 


The average percentage of dividend 
payout for 15 electric utilities with as- 
sets over $200,000,000 and having 
average common equity of 40 per cent 
was 81 per cent for the period 1942 to 
1948. For the companies in this 
group having more than 40 per cent 
stock equity, the averages were 49 
per cent stock equity and 84 per cent 
dividend payout. 

The dividend payout record of sev- 
eral large operating telephone utilities, 
as shown by Exhibit 63, is: 


Average, 1936-1949 


Per Cent Per Cent 
Stock Dividend 
Equity Payout 
Bell Teleph. Co. of Can- 
ada 1 56.06 97.65 
Cincinnati and Suburban 
Bell Teleph. Co. ....... 93.70 96.79 
Mountain States Teleph. & 
Teleg. Co. 57.15 93.71 
New England Teleph. & 
Teleg. Co. 54.87 94.57 
So. New England Teleph. 
& Teleg. Co. 64.17 87.96 
Carolina Teleph. & Teleg. 
Co. 91.80 


1 1936-1948. 
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The record also shows the percent- 
age of dividend payout for 121 elec- 
tric utilities for the year 1948, classi- 
fied into groups according to the per- 
centage of common stock equity. For 
utilities in the 20-25 per cent stock 
equity group, the dividend payout was 
63.24 per cent and averaged about 
66 per cent for the utilities having less 
than 45 per cent stock equity. Utili- 
ties with higher stock equities showed 
higher percentages of dividend payout, 
as indicated below: 

Per Cent 
Dividend 
Payout 
95.89 


Per Cent of 
Stock Equity 


Number of 
Companies 


45- 50 


There are not enough electric utili- 
ty companies in the higher common 
stock equity brackets to draw definite 
conclusions regarding the trend of 
dividend payouts in relation to stock 


equity. However, although the avail- 
able data are limited, it appears that, 
in general, higher stock equities usual- 
ly are accompanied by higher per- 
centages of dividend payout. 

During the period 1920-1949, the 
A.T.&T.Co. has paid out varying 
percentages of its income ranging from 
57 per cent in 1928 to 167 per cent 
in 1933. The averages for selected 
periods were as follows: 

Per Cent 


Dividend 
Payout 


91.4% 
90.5 
99.7 
98.1 


Average 
Earnings 
Period 
1920-1949 1 
1936-1941 
1942-1945 
1946-1949 1 


1 Sept. 30, 1949. 


During and subsequent to the war, 
the dividend payout percentage has 
been high because of reduced earnings, 
and the experience for these years is 
not normal. For the 6-year period 
preceding the war, however, when the 
Bell system made rate reductions in 
each of the years, the dividends paid 
averaged over 90 per cent of earn- 
ings. 

Mr. Colbert based his estimate of 
A.T.&T.Co. earnings requirement on 
corporate earnings of A.T.&T.Co. of 
7.2 per cent on the book value 
of the stock after conversion of all 
convertible debentures. The resulting 
approximate consolidated earnings per 
share are shown at $10.30 a share in 
Exhibit 36. In Exhibit 37, using 
consolidated data, Mr. Colbert shows 
that his estimate of 5.25 per cent re- 
turn for Wisconsin would indicate 
consolidated A.T.&T.Co. earnings 
of about $12.27 a share on present 
A.T.&T.Co. stock equal to about $10.- 
34 on the stock after conversion of the 
debentures ; and, if total western Elec- 
tric Company 1949 earnings are in- 
cluded rather than its average earn 
ings, the indicated per share earnings 
are $12.92 and $10.84, respectively. 
Thus, the present $9 dividend would 
be about 87 per cent of the consolidat- 
ed earnings as estimated by Mr. Col- 
bert if Western earnings are includ- 
ed on an average basis, or 83 per 
cent if all of its 1949 earnings are in- 
cluded. 

The amount of capital which has 
been raised by A.T.&T.Co. in re- 
cent years is shown on page 90. 
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Increase 

in Stock 

Equity } 
$64,795,899 
103,123,968 
278,005,769 
157,276,078 


Increase 
in Stock 
Instalments 


Total Increase 
in Capital 
$550,843,696 
1,114,573,707 
1,002,749,208 

533,937,041 


Increase in 
Funded Debt 
$486,047,797 
1,004,327,100 
648,894,900 
315,304,000 


$7,122,639 
75,848,539 
61,356,963 





$603,201,714 


$144,328,141 





$2,454,573,797 $3,202,103,652 


1 Includes premiums, surplus, and minority interest. 


2 To Sept. 30, 1949. 


Since September 30, 1949, through 
February, 1950, additional equity 
capital has been obtained through con- 


Employees’ 
Stock Plan 
Shares Amount 
8,669 $1,069,283 
1,105,157 
1,449,524 
4,850 614,854 
889,756 112,943,010 


Month 


Oct. 
Nov. 


version of debentures and the employ- 
ees’ stock plan, as follows: 


Conversion of 
Debentures 

Shares Amount 
226,019 $29,429,441 
227,432 - 29,623,259 
229,782 30,023,730 
292,629 38,240,929 
194,865 25,512,602 


Total 
Shares 
234,688 
236,363 
241,289 
297,479 
1,084,621 


Amount 
$30,498,724 
30,728,416 
31,473,254 
38,855,783 
138,455,612 








923,713 $117,181,828 


Thus, in the four years since Janu- 
ary 1, 1946, A.T.&T.Co. has raised 
about 34 billions of additional capital. 
Debt financing has accounted for a 
large part of the increase. However, 
from January 1, 1946, through Febru- 
ary, 1950, $873,000,000 of additional 
stock equity has been obtained. Dur- 
ing this period, the earnings of 
A.T.&T.Co. were as follows: 


Consolidated 
Earnings 
per Share 


Debt Ratio 

End of Year 
37.8% 
48.0 
50.5 
51.11 


1 Sept. 30, 1949. 


The fact that A.T.&T.Co. earn- 
ings have been low during the past 
three years has been generally recog- 
nized, as evidenced by rate increases 
granted by regulatory Commissions 
throughout the nation. If the earnings 
86 PUR NS 


1,170,727 $152,829,961 





2,094,440 $270,011,789 
had been higher, there is good reason 
to believe that a larger portion of capi- 
tal requirements would have been fi- 
nanced by equity capital. The Com- 
mission is far from persuaded, how- 
ever, that the earnings need be as high 
as estimated by applicant. Its esti- 
mated earning requirement for the 
year 1949, with the debt ratio then 
prevailing, would have meant an earn- 
ing of $15.85 per share instead of the 
$9.70 actually earned. 

After considering the evidence here- 
in, the Commission considers that con- 
solidated earnings of about $10.30 a 
share on the stock of A.T.&T.Co., 
after conversion of all convertible de- 
bentures, would adequately cover the 
$9 dividend and provide sufficient 
cushion above the dividend to attract 
necessary equity capital. The $10.30 
per share, however, must be converted 
into its equivalent earnings per share 
on the presently outstanding stock in 
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order to determine the amount to be 
considered in relation to present ac- 
tual capitalization. This computation 


is shown betow based on consolidated 
capitalization as of September 30, 
1949: 


Amount of 
Capital 


Earnings Requirement 
Per Cent Amount 


Pro forma consolidated capital excluding minority in- 


terest: 


Common equity (32,051,835 shares at $10.30 per 


share) 
Capital stock instalments 
Preferred stock 
Funded debt 


Common earnings as above on stock after conversion of debentures 


$4,339,139,636 
144,328,141 


61% $330, 133,901 
6 
17,904,300 0 
9 
7 


1 

1 10,983,372 
10 1,074,258 
6 87,879,131 


$430,070,662 


2,973,000,000 
$7,474,372,077 








5.75% 








$330,133,901 


Deduct earnings on premium ($290,639,854) receivable on conversion of debentures 


at average rate above of 5.75% 


Deduct savings in interest expense on conversion of debentures 
Add increase in federal income taxes on reduction of interest expense 


Required earnings on present stock 


Earnings per share on 24,548,843 shares 
Per cent on book value of $3,298,200,582 


(16,711,792) 
(21,861,015) 
8,307,186 


1In view of imminence of issuance of capital stock, earnings allowance computed at same 


per cent as fox common equity. 
( ) Denotes red figure. 


Thus, on the present capitalization 
of A.T.&T.Co., it would require 
about $12.22 a share to equal $10.30 
a share on the increased number of 
shares which would result on full 
conversion of the convertible deben- 
tures. With this cost of present 


equity capital, the total Bell system 
earning requirement and the portion 
thereof applicable to Wisconsin, fol- 
lowing in substantial part the proce- 
dures used by Mr. Belcher, and after 
allowing 7.61 per cent on capital stock 
instalments, are computed as follows: 


Amount of 
Capital 


Earnings Requirement 
Per Cent Amount 


Consolidated capital, Sept. 30, 1949, excluding minority 


interests : 


Common equity (24,548,843 shares at $12.22 per 


share) 
Capital stock instalments 
Preferred stock 
Funded debt 


$3,298,200,582 
144,328,141 
17,904,300 
3,723,299,200 


$7,183,732,223 


$299,868,280 
10,983,372 
1,074,258 
109,740,146 


$421,666,056 








Deduct A.T.&T.Co. investment in Western Electric 


Co. and average earnings thereon per Exhibit 8 .. 


(316,099,889) (26,521,000) 


Add net loss on A.T.&T.Co. general department 
(license contract and miscellaneous operations) from 


Exhibit 8 


Balance of capital and earnings requirement 


1,105,000 
$396,250,056 








$6,867,632,334 5.77% 
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Earnings requirement assignable to Wisconsin, 1.87%, based on proportion of Wis- 
consin capital, including A.T.&T.Co. servicing investment allocated to Wisconsin 
of $128,222,297 to total capital above of $6,867,632,334 

Deduct tax savings allocated to Wisconsin per Exhibit 8 

Earnings requirement of Wisconsin net of tax saving 

Per cent of Wisconsin capital, including servicing investment of A.T.&T.Co. of 


$128,222,297 : 
Before tax savings 
After tax savings 


[7] In ascertaining the total earn- 
ings requirement of Wisconsin, aver- 
age earnings of Western Electric Co. 
are deducted from the Bell system 
earnings requirement. The average 
earning allowance is based on the per 
cent earned by Western of 8.39 per 
cent for 1916-1948 applied to 
A.T.&T.Co. investment in Western 
of $316,099,889 as of September 30, 
1949. The Commission considers it 
proper that average earnings of West- 
ern should be considered in determin- 
ing the telephone earnings require- 
ment. However, actual Western earn- 
ings in 1949 applicable to A.T.&T. Co. 
stock were $15,959,380 in excess of 
the credit for average earnings of 
$26,521,000. Hence, on the basis of 
the 1949 earnings, there would be a 
further cushion of about 50 cents a 
share above the $10.30 per share al- 
lowance after conversion of the de- 
bentures and 65 cents a share above 
the $12.21 a share on stock outstand- 
ing September 30, 1949. Although 
not considered herein in determin- 
ing telephone earnings, these addi- 
tional earnings of Western would 
nevertheless be reflected in consol- 
idated earnings per share of A.T.&T. 
Co. 

[8,9] The Commission concludes 
that a reasonable rate of return for 
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Wisconsin should be such as to cover 
its fair share of the cost of capital to 
A.T.&T.Co., including as a part of 
cost of capital an allowance over and 
above the bare $9 dividend on equity 
capital sufficient to attract additional 
capital necessary to meet public sery- 
ice requirements. Considering the evi- 
dence in this proceeding, the Commis- 
sion concludes that the reasonable rate 
of return for the applicant is 5.35 per 
cent with no adjustment being made of 
the applicant’s income tax expense. 
However, in connection with the fore- 
going conclusion, the Commission 
calls attention to the testimony pre- 
sented both by the applicant and the 
Commission’s staff allocating to the 
applicant the income tax savings ac- 
cruing to the A.T.&T.Co. by virtue 
of the fact that A.T.&T.Co. carries 
all of the debt capital assignable to the 
Wisconsin Company. If such tax 
savings were to be actually reflected in 
the tax expenses of the Wisconsin 
Company, the 5.35 per cent rate of re- 
turn would become 5.78 per cent. 


Rate Base 


The exchange and intrastate toll 
rate bases as set forth in finding 2 of 
the Commission’s order of August 7, 
1950, were determined as shown on 
page 93. 
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Exchange Intrastate Toll 
(1) Based on Separations Manual 1949 year-end level. 
9,876 Telephone plant in service $119,400,580 $32, ye 
4,000 Net working capital 2,039,006 
5 876 Unamortized dial conversion expenses 904 iis 32 
; Allocated A.T.&T.Co. servicing plant investment , 117,150 
Less depreciation reserve 28,068,377 11,270,964 
ee Net property base $21,774,854 
(2) Adjustment for revision of Separations method per finding 
1 of August 7, 1950, order add or (subtract) ($1,945,000) $1,302,500 
Over —- a 
1 to (3) Adjusted rate base per finding 2 of August 7, 1950, order .. $92,763,002 $23,077,354 
t : P ee ee 
Se Net Operating Income ing 4 of the Commission’s order of 
ules The exchange and intrastate toll net August 7, 1950, were determined as 
onal operating incomes as set forth in find- follows: 
erv- Exchange Intrastate Toll 
evi- (1) Based on Separations a 1949 year-end level. 
sla Net operating income (ex. 5 $4,471,625 $355,320 
, d 
rate Adjustment for amortization of dial conversion expenses 
(ex. 50 343,531 55,116 
per Deduct : 
e of Net effect of May 1, 1950, wage increases 126,144 53,144 
nse. Adjusted net operating income $4,689,012 $357,292 
ore- (2) Adjustment for revision of Separations per finding 3 of 
ion August 7, 1950, order add or (subtract) ($160,000) 
ore- (3) Adjusted net operating income per inting 4 of August 7, 
the 1950, order $4,927,512 $197,292 


the 


Proposed Toll Rates 


Pursuant to the provisions of the 
Commission’s order of August 7, 1950, 
the applicant has filed a revised sched- 
ule of intrastate toll rates designed to 
produce additional revenues of $1,- 
932,000 based upon the 1949 year-end 
level of operations. The additional 


revenue provided under the revised 
schedule will after deduction of Fed- 
eral and state taxes produce addition- 
al intrastate toll net operating income 
of $1,037,346. The Commission has 
reviewed the proposed schedule and 
considers it to be fair and reasonable 
in the light of the applicant’s addition- 
al revenue requirements. 








86 PUR NS 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Whitin Machine Works 


D.P.U. 9094 
October 20, 1950 


I NVESTIGATION On 


Commission 


motion of proposal to 


substitute meter water rates for fixture rates; proposed 
rates approved. 


Rates, § 270 — Optional rates — Fixture rates — Meter rates. 


A water company should eliminate from its rate schedules a provision per- 
mitting customers a choice of either a fixture or meter rate, and all customers 
should be billed at the meter rate, since optional fixture rates are obsolete 
and tend to encourage waste of water, thereby jeopardizing the company’s 


ability to serve. 


APPEARANCE: Sumner P. Tilton, 


for the company. 


By the DEPARTMENT: 


Introduction 


The Whitin Machine Works in be- 
half of its water department, herein- 
after called the Company, filed with 
the Department on May 8, 1950, a 
new schedule of water rates and 
charges to become effective July 1, 
1950. The new schedule eliminates 
the optional features of the existing 
schedule as to fixture rates and pro- 
poses that on and after the effective 
date thereof, all customers will be 
charged for water in accordance with 
metered rates. The Department act- 
ing on its own motion suspended the 
proposed schedule and deferred its use 
until May 1, 1951, unless otherwise 
ordered. After due notice, a public 
hearing was held on July 6, 1950, at 
which no one appeared in opposition. 
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The annual returns of the Company 
filed with the Department, together 
with its rate schedule and a report of 
the Department’s engineering division 
relative to a physical inventory and 
appraisal of the Company’s plant and 
equipment, were made a part of the 
record. 


Background and Description of 
the Company 


The water system of the Whitin 
Machine Works was first established 
in 1890. It was installed for the pur- 
pose of furnishing water to its manu- 
facturing plant, its tenements, and to 
the homes of its principal stockholders 
and executives. The original system 
consisted of one reservoir having a 
capacity of 225,000 gallons supplied 
from wells. The system was gradual- 
ly enlarged so that at the present time 
it supplies water to consumers in the 
village of Whitinsville and to the 
town of Northbridge and further ex- 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


tensions to the villages of Rockdale 
and Linwood are being contemplated. 
The Company’s witnesses testified 
that at the present time its water sup- 
ply is inadequate to properly meet its 
needs and that it has for some time 
been attempting to locate new sources 
of supply. To this end both the town 
of Northbridge and the Company have 
spent considerable sums of money. 
Some degree of success was attained 
and an additional source of supply 
obtained, which while not adequate for 
the Company’s needs does warrant 
continuing and developing its explora- 
tion. The Company is, however, still 
faced with the necessity of conserving 
and protecting its present supply and 
taking all necessary steps to eliminate 
waste of water. 


Present and Proposed Rates 
and Charges 


The schedules now in effect permit 
the customers of the Company a choice 
of either a fixture or meter rate. The 
proposed schedules remove this choice 
and provide that all customers be billed 
for water used under the provisions 
of the metered rate. The proposed 
metered rate is identical with that in 
effect at present except that it is stated 
in cents per cubic foot whereas the 
present rate is stated in cents per thou- 
sand gallons. Certain large consumers 
and public buildings enjoy a slightly 
lower rate than does the general con- 
sumer. The Company’s witnesses 
stated that from a study made it esti- 
mates no additional revenue will be re- 
ceived as a result of the new schedule. 


INCOME STATEMENTS FOR Past Five YEARS 


1945 


Revenues 
Expenses 


The above figures of revenue and 
expenses were placed in evidence, the 
annual returns filed with the Depart- 
ment by the Company never having 
been reported in sufficient detail prop- 
erly to segregate the water division 
of the Company from its manufactur- 
ing operations. They are included 
herein only to show the extent of its 
water operations as the figures given 
for expenses are in no way indicative 
of normal expense figures, particularly 
in the last three years. In 1947, 1948, 
and 1949, the Company expended con- 
siderable sums of money in an effort 
to find a new source of supply and has 
included such costs in the above ex- 
pense figures. Approximately $60,- 
000 was thus spent in drilling fourteen 
wells and building a pumping station. 


$22,254 


1947 
$32,927 
$42,525 


1946 
$31,386 
$17,938 


1948 
$32,612 
$49,928 


1949 
$24,100 
$67,362 


As this additional supply is insufficient 
for future expansion and extension of 
the system, the Company contemplates 
the expenditure of additional sums for 


this purpose. The Company filed an 
estimated expense statement for 1950 
adjusting the 1949 expenses by the 
elimination of nonrecurring items and 
providing for known increases in ex- 
penses and estimated 1950 expenses 
for the water system to be $51,043 
without including town taxes, depre- 
ciation, and administrative expenses. 
The estimate shows pumping station 
payroll, electricity, and sundry ex- 
penses of $30,510 with the largest 
single item of expense being an electric 
bill of $20,000; 1949 revenues exceed- 
ing by approximately $4,000 the 
Company’s electric bill. 
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RE WHITIN MACHINE WORKS 


From existing Department records 
it would have been impossible to de- 
termine and establish the value of the 
respondent’s investment in property 
devoted to its public utility operations. 
The Department, therefore, assigned 
its engineers to make an appraisal of 


Description 
of Item 


Structures 

Pumping Plant Equipment 
Purification System 

Transmission and Distribution Mains 
Services 


the Company’s water properties. The 
result of this appraisal was incorpo- 
rated in the record and the report of 
our engineering division submitted in 
the form of an exhibit summarized as 
follows: 


Cost Less 
Depreciation 
$9,356.49 


Original 

Cost Depreciation 

$9,356.49 
236,465.05 $58,073.04 178,392.01 
22,634.71 13,441.47 9,193.24 
967.00 470.80 496.20 
330,797.33 84,787.67 246,009.66 
17,003.60 9,871.67 7,131.93 


Meters and Measuring Devices and Meter In- 


stallation 
Hydrants 
Transportation Equipment 
Miscellaneous Equipment 
Unfinished Construction 
Materials and Supplies 


Totals 


The appraisal of our engineering di- 
vision gives the net investment of the 
Company in its utility property as of 
June 30, 1950, of $541,691.88. 


Conclusion 


The instant proceeding is not a 
revenue case in the normally accepted 
use of the term. The Company for the 
past three years has been operating 
at a deficit and its witnesses testified 
that it expected to continue to oper- 
ate at a loss for some years to come. 
It is even possible that the Company 
may experience some drop in its reve- 
nues from present customers as they 
become more conservative in water 
usage and eliminate waste under the 
provisions of a metered rate. It was 
testified that the Company expected 


5,178.65 303.02 4,875.63 
4,212.67 19,207.63 
472.70 2,127.30 
563.16 2,120.02 
50,937.81 

11,843.96 


$541,691.88 


11,843.96 
$713,888.08 





$172,196.20 


to make certain major replacements in 
its pumping stations and distribution 
system in the near future so that ex- 


penses are more apt to increase than be 
reduced. 

The optional use of fixture rates ina 
company the size of the respondent is 


an obsolete method of assessing 
charges, as it tends to encourage the 
waste of water, thereby jeopardizing 
the Company’s ability to serve. We 
find that the proposed schedule of 
rates and charges will enable the Com- 
pany to more equitably assess its 
charges in accordance with volume of 
water used by its various customers. 
We are of the opinion that the pro- 
posed schedule of rates and charges 
should be allowed together with the re- 
vised rules and regulations. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Southern Cal. Edison to Spend 
$60,585,000 in 1951 


Goommas CaALiFoRNIA Eptson CoMPANY’S 
construction budget for 1951 will require 
the expenditure of approximately $60,585,000 
for new plant and replacements, according to 
W. C. Mullendore, president. 

Approximately $2,000,000 less than was ac- 
tually spent by the company for expansion 
during 1950, the expenditures scheduled for 
this year comprise a fluid budget, Mr. Mullen- 
dore said. He pointed out that, in the light of 
world conditions, additions to or eliminations 
from the 1951 budget would be necessary to 
meet changing conditions, It is expected that 
the company’s 1951 program will provide fa- 
cilities to deliver an estimated additional gen- 
eration of 570,000,000 kilowatt hours. 

Included among the major items of the 
1951 budget is completion of the sixth hydro- 
electric powerhouse at the company’s Big 
Creek project in the High Sierra; construction 
of a steam-electric generating station at Eti- 
wanda, near Fontana, with a capacity of 250,- 
000 kilowatts; new substations and lines, and 
replacements and additions to existing plant. 

By the end of 1951 the company’s unprece- 
dented expansion program will have involved 
the expenditure of approximately $340,000,000 
over a period of six years. 


Utilities’ Handling Problems 
To Be Discussed at Conference 


M33y problems of materials handling in 
the public utility industry will be con- 
sidered at the Materials Handling Conference 
which will be held concurrently with the Na- 
tional Materials Handling Exposition at the 


International Amphitheatre, Chicago, April 
30th-May 4th, inclusive. 

The conference, which is the most exten- 
sive ever undertaken in the field, is sponsored 
by the American Material Handling Society. 

Public utility executives also will find scores 
of machines specially suited to the industry 
among the thousands which will cover ten 
acres of exhibit area, both indoors and out. 

\mong the topics of prime interest will be 
“Bulk Handling and Storage Methods for 
Solids and Liquids,” “Yard Handling Methods 
for Pipe, Structural Steel, and Odd Shapes,” 
“Plant Warehousing and Shipping,” and 
“Hard Goods Assorting and Warehousing.” 
_ Admission to both the exposition and con- 
ference will be free. Advance registration 
cards may be obtained from Clapp & Poliak, 
Inc., 341 Madison Ave., New York 17, New 


York. 


Robertshaw-Grayson Traveling 
Service School 
A 


FIELD service program to educate service 

men in the maintenance and servicing of 
temperature controls has been field-tested by 
the Robertshaw and Grayson Divisions of the 
Robertshaw-Fulton Controls Company for 
several years, and is now available on a na- 
tional basis. 

This program, which covers both domestic 
and commercial controls, was developed with 
the thought of aiding the gas industry in 
training their service personnel. 

In the Robertshaw-Grayson Service School, 
service men participate in the program, Dur- 
ing the schoo] session, lasting about three 
hours, the service men actually operate the 
controls with “live” gas; then dismantle, ad- 
just and rebuild them under the supervision 
of factory-trained instructors. 

All equipment is supplied by Robertshaw- 
Grayson and transported in a converted sta- 
tion-wagon. This traveling service school is 
available, at no cost, to any organization in 
the United States that feels the need of spe- 
cialized training in temperature controls, In- 
quiries should be addressed to the sales de- 
partment of either The Robertshaw Thermo- 
stat Company in Youngwood, Pennsylvania, 
or Grayson Heat Controls in Lynwood, 
California. 


New Heavy-duty Electric 
Cable Hoist Introduced 


a= line of heavy-duty electric cable hoists 
is announced by the Cleveland Chain & 
Mfg. Company, Cleveland. 

Hoists are manufactured in 3-, 1-, 14-, 2-, 
3-, and 5-ton capacities. They will be sold 
under the trade name of “Bob-Cat.” An out- 
standing Bob-Cat feature is its total enclosure 
of the motor within the cable drum. This 
greatly reduces over-all dimensions and affords 
substantial weight savings by comparison with 
hoists that employ conventional external type 
overhanging motors. Due to the enclosed hoist 

(Continued on page 34) 





Sturdy steel construction, pow- 
erful leverage, wire snips. 
Weighs ? ozs. Complete 

with flat lettered dies $6 
Slotted or recessed dies, 75 
additional. Order direct. . 


A. C. GIBSON CO., INC. surrato's, N.Y. 
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design, motors are completely protected against 
moisture, splashing liquids, weather, dust, and 
corrosive atmospheres. The Bob-Cat hoist line 
was originally designed by William F. Wright, 
well known hoist engineer. 

For full details write to The Cleveland 
Chain & Mfg. Company, Broadway and Henry 
streets, Cleveland 5, Ohio. 


Ohio Edison Orders Another 
Unit for Niles Plant 


j Mucuneazs ordering of a second 106,000 kilo- 
watt steam turbine generating unit for 
Ohio Edison Company’s new Niles plant was 
announced recently by President Walter H. 
Sammis at ground-breaking ceremonies for 
construction of the first 106,000 kilowatt unit. 

The combined construction involves an esti- 
mated expenditure of more than $32,000,000 
including substations and connecting transmis- 
sion lines. The first unit is scheduled for op- 
eration in the spring of 1953 and the newly 
announced unit is expected to follow into 
service a few months later, 

New technical developments will be em- 
bodied in the plant design, including steam 
pressure of 1,650 pounds per square inch and 
temperature of 1,000 degrees F 

“Electric generating capacity of the Edison 
system has been increased by 465,000 kilo- 
watts, or 72 per cent, since 1945,” Mr. Sammis 
told the public officials present at the cere- 
mony. “When the Niles Plant is completed 





Get a NEW VIEW of what 


y " 
iia 
TRUCK DECALS 
«+. can do for you! 


See how leading fleet operators utilize free 
space on their trucks with washable, weather- 


tested Meyercord Decals. Brilliant full-color 
stereo slides show Decals in actual use! Over- 
night application at a fraction of handpainting 
cost converts your trucks to “Ads on Wheels: 
In any colors, size or design, Meyercord truck 
Decals can be produced at a modest unit cost. 


let us show you 3-dimensional stereo slides of 
full-color truck Decals in use. Write Dept. 27-2. 


generating capacity will have been more than 
doubled in this time. In the last five years 
companies in the Edison system have ex- 
panded over $131,000,000 for construction of 
new facilities and many more millions are 
expected to be spent in the years ahead.” 


Elliott Bulletin Covers 
Turbo-Generators 


)  pewerne H-18, 40 pages, covering Elliott 
turbine-generators (500 kw and above) 
has just been released by Elliott Company’s 
turbine division, Jeannette, Pennsylvania. 

Nearly 50 turbine-generator installations, 
both utility and industrial, are pictured and _ 
described. Brief discussions of generator and 
exciter cooling methods are included. A ref- 
erence section offers an interesting detailed 
drawing showing a typical turbine-condenser 
installation arrangement, Dimensions and 
weights of standard Elliott units are tabulated 
for easy reference. 


Self-Retracting so-Foot Rule 
Cuts Time and Tape Damage 


sh. provide outdoor workers with full-length 
steel-tape rules which rewind automati- 
cally, Master Rule Manufacturing Company, 
Inc., of Middletown, New York, has developed 
a new 50-foot model called the Master 
Longboy-050. It is reported to be the first field 
tape which requires neither hand cranking 
nor reeling. 

Telephone linemen, public utility field men 
and others will find the easy pocket portability 
and the rewind feature a great advantage in 
eliminating dragging and laying aside between 
measurements. 

Further information may be obtained from 
the manufacturer. 


Bulletin Gives List of RLM 
Units and Manufacturers 


Pr’ BLICATION of a new, four-page RLM bulle- 
tin, No, 1050, containing a complete listing 
of all RLM manufacturers and the RLM- 
certified lighting equipment made by each, is 
announced by the RLM Standards Institute, 
326 West Madison street, Chicago 6, IIlinois. 
Described as “an indispensable aid to every- 
one who buys, sells, recommends, or specifies 
industrial lighting equipment,” copies of this 
new bulletin are available without charge from 
the Institute. 


R-R Offers “Conve-Filer” for 
Handling Large Card Files 


age age! Ranp has recently announced 
the availability of a new approach to the 
handling of large card file installations-electro- 
mechanical, continuous-tray filing and finding 
equipment. 

The new device, known as “Conve-Filer,” is 
controlled by a directional pedal-switch which 
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= There is no need for “cutting 
. and trying” on the job to 

make a prefabricated piping 
sub-assembly fit perfectly. Prefabricated miles 
away to exact dimensions and specifications these 
pieces of piping are links in piping systems which 
may carry steam up to 2500 psi. and 1050°F. 


Grinnell integrates the many factors in this 
complex, highly technical assignment in one 
Organization of specialists. Major economies 


gee 
= @ 


result from this single responsibility which in- 
cludes interpretative engineering, metallurgical 
research, compliance with code requirements, 
manufacturing drawings and specifications, pro- 
duction schedules, purchase of materials, special- 
ized facilities, skilled personnel, control of quality 
and rigid inspection. 

You'll find it to your own best interests to draw 
upon Grinnell’s century-long, specialized experi- 
ence in power, process and industrial piping. 


man GRINNELL 





innell Company, Inc., Providence, R. I. Bronches: Atlanta * Billings * Buffalo * Charlotte * Chicego * Cleveland * Cranston * Fresno * Konsas City * Housten * Long Beach 
8 Angeles * Milwaukee © Minneapolis * New York * Ookland * Philadelphia * Pocatello * Sacramento * St. Lovis * St. Peul * San Francisco * Seattle * Spokane 
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tray, as desired, to a point directly in front 
of the file operator. It is estimated that a 
reduction of up to 30 per cent in personnel 
operating hours may be obtained by using this 
unique equipment. The unit occupies little 
more space than regular card filing equipment 
and may even reduce the total working area 
required since extra tables and desks are made 
unnecessary. 

According to the manufacturer, the new 
machine has been extensively tested in actual 
use by one of the larger insurance companies 
in the country with completely satisfactory 
results. 


New A-C Car Shaker Bulletin 


Ape-Comume car shaker for unloading 
granular material from hopper-bottom 
gondola cars is described in a new bulletin 
released by the company. 

Construction features of the shaker are 
given along with specifications and a cross 
section through the vibrating mechanism. 

Copies of the bulletin, “Allis-Chalmers Car 
Shaker,” 07B7221A, are available upon re- 
quest from Allis-Chalmers Manufacturing 
Company, 965 S. 70th street, Milwaukee, Wis- 
consin. 


G-E Appointment 


Hs A. VauGHN has been appointed 
manager of manufacturing of the Gen- 


eral Electric Company’s meter and instrument 


divisions at Lynn, Massachusetts, gtceeting 
to an announcement by Harold E. Strang, 
manager of the divisions. 

Mr. Vaughn, formerly superintendent of the 
specialty and standard instrument manufactur- 
ing divisions, succeeds Herbert L. Ross who 
recently was named manager of the G-E 
River Works at Lynn, Massachusetts. 


Data on Regeneration of 
Insulating Oils 


pe grees CorPoRATION announces publication 
of technical bulletin No. 50-DO, a discus- 
sion of contaminating effect of sludge, mois- 
ture, and carbonized particles on insulating 
oils and centrifugal equipment manufactured 
by Sharples Corporation for bringing up di- 
electric strength of such contaminated oils to 
33 KV by Standard U. S. Test. 

Copies of the bulletin may be obtained from 
the manufacturer, 2300 Westmoreland street, 
Philadelphia, Pennsylvania. 


Honeywell Expands Output 
Facilities of Brown Division 


Ayppemesce-Senareme, REGULATOR Com- 
PANY is expanding its industrial produc- 
tion and operating facilities in Philadelphia, 
according to Henry F. Dever, president of the 
company’s Brown Instruments division. 

The Honeywell-Brown expansion in Phila- 
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THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


EXPANSION MEANS FINANCING... 


and when corporate financing is under way the men most closely iden- 
tified with the work find our reference booklets on S. E. C. matters 
extremely helpful. A new edition of the booklet on Regulation S-X (form 
and content of financial statements filed with S.E.C.) is available reflect- 
ing substantial amendments released during December. Write for your 
copy today and ask about others in the series. No cost or obligation. 
IN FINANCIAL AND 


sit! Printing 


© ee 


NEW YORK PLANT 130 CEDAR 


TO YOUR INDUSTRY 


STREET 6 3760 


CHICAGO PLANT 732 SHERMAN STREET (5 4001 
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Exide-Manchex BATTERIES 


South Carolina Electric & Gas for positive switchgear operation 


Company 
In Exide-Manchex Batteries you get ALL the qualities 
that add up to dependable performance, long battery life, 
maximum economy. They give you: 


POSITIVE OPERATION. Energy is delivered at high or low rates, 
providing dependable performance at ample voltage with no 
switching failures. 


INSTANTANEOUS POWER, capable of discharging at high rates 

for switchgear operation and providing adequate reserve power 

for the dependable performance of all other control circuits and 

also emergency lighting. 

LOW OPERATING COST. Extremely low internal resistance. Power 
, . , p required to keep battery floated and fully charged ranges between 

UnionElectricCompany of Missouri 0.25% and 1.0% of the 8 hour discharge rate in amperes. 

LOW MAINTENANCE AND REPAIR COSTS. Water required about 

twice a year. No change of chemical solution needed during life 

of battery. Repair costs negligible. 

UNUSUALLY LONG LIFE, due to sturdy construction; the famous 

manchester positive plate; a combination of specially treated 

wood and plastic separators; and many other exclusive features. 


GREATER CAPACITY in a given amount of space, avoids over- 
crowding of equipment. 

These and other features combine to make Exide-Manchex the 
best buy for all central and substation battery services. 





THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
: . Exide Batteries of Canada, Limited, Toronto 
Public Service Company of New “Exide” and “Manchex" Reg. Trade-marks U.S. Pat. Of. 


1888... DEPENDABLE BATTERIES FOR 63 YEARS...1951 


You get all these trouble-free construction features in EXIDE-MANCHEX BATTERIES 


ie enctesien, long-life manchester Heavy terminal posts with copper Slotted plastic separators, impervious 
) bd inserts for extra conductivity for te chemical and electrical reaction. 


Latest development in molded glass instant high discharge. 


lors for compect instailetion. Plastic spacers for plate alignment. 
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delphia is the second in less than two years. 
When the company moved into its new build- 
ing at Wayne Junction in May, 1949, it in- 
creased its over-all facilities to about 300,000 
square feet, compared with its then total of 
231,000 square feet. The latest addition of 
110,000 square feet, exclusive of about 60,000 
feet of undeveloped land, will almost double 
the area occupied in 1948 


S. T. Mackenzie Made 
Sales Manager 


lg of S. T. Mackenzie, head of 
the Philadelphia office of The Babcock 
& Wilcox Company to the newly created post 
of sales manager was recently announced by 
W. T. McCullough, Jr., vice president of the 
company. Previously Mr. McCullough handled 
duties of sales manager as well as of vice 
president. Mr. Mackenzie will have his head- 
quarters in New York city. 

R. W. Buntin will become district sales 
manager of the Philadelphia office to replace 
Mr. Mackenzie. 


Gas Co, Executive Tells About 
Appliance Standards 


6orT ‘ne most widespread program of indus- 
try regulation in the consumers’ inter- 
est now in existence on the North American 
continent,” is the way Howard B. Noyes, vice 
president of the Washington Gas Light Com- 


——__ 


pany, described the standardization and ap- 
pliance-testing program of the gas utility indus- 
try. He spoke at a “Consumer Clinic” on 
standards at the recent National Standardiza- 
tion Conference sponsored by the American 
Standards Association. 

About 95 percent of the gas appliance manu- 
facturers in the United States, he said, are 
constructing their equipment to conform to 
the standards of the American Gas Associa- 
tion. There are now more than 30,000 different 
types of certified domestic gas appliances avail- 
able for customer selection, 

Mr. Noyes declared that much of the success 
of the AGA appliance and installation approval 
program is the result of the work of the AGA 
Approval Requirements Committee, which is 
a sectional committee of the American Stand- 
ards Association. 


Armco Issues Booklet 


A= 16-page booklet entitled “Armco Cor- 
rugated Metal Pipe—A Type for Every 
Need” has been published by Armco Drainage 
& Metal Products, Inc., Middletown, Ohio. 

It lists the types of full-round pipe and 
Pipe-Arch available to meet the specific 
requirements for various types of sewers, cul- 
verts, conduits, or irrigation systems. The 
booklet also contains reference data for assist- 
ance in selecting the most suitable structure. 

Copies of the booklet can be obtained from 
the manufacturer. 











PUBLIC UTILITY 
PRINTING SPECIALISTS 





REGISTRATION 
STATEMENTS 


For more than a quarter of a century, Pandick Press 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


highest quality that “Printed by Pandick”’ brings you. ° 


Pandick Press, Lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, NJ. 
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Capacitors profitable 









at rate of 1 kvar Indianapolis Power & ‘Light Company 
for each 286 ft. mn ne pe fe. tone 
ot feeder banks, many of them with oil switches 











This is a current-controlled switched capac: 

itor bank at Eastern and Sutherland 

Avenues in Indianapolis. An oil switch is 
ted with the pacitors, 





Le 


Indianapolis Power & Light Company iscurrently and consequently reducing invested cost per 
installing pole-mounted banks of capacitors out delivered kw-hr—by raising power factor to 
along their 4-kv feeders. At the end of their near-unity. Have you checked recently to see 
present program, they will have approximately how much extra system capacity you have that 
44,000 kvar in service—or one kvar for each 286 can be released by installing permanently con 
feet of overhead 4-kv line. This is in addition to nected or switched capacitors? 
capacitors installed on the 4-kv buses at some } 
of the larger substations. 

Here is another case of a utility that is getting Apparatus Department, General Electric Com- 





more effective use from its distribution system— pany, Schenectady 5, New York. 
407-30E 
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P. U. R. 
PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 









PUBLIC UTILITIES 
REPORTS 


The national reporting service, 





of commissions and. courts , 
dealing with the problems of 
Annvoal Subscription utility regulation. Five vol: 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- $15 


































































Price umes a year—$7.50 eoch. ses and explanations of day- Twenty-Six 
' $43.50 Annual Index—$6. to-day developments. issues a Year 
< —— 
P.U.R. P.U.R. EXECUTIVE 
Cumulative Information i 
DIGEST Service il 
The only complete and authorite- A Weekly Letter from the Na- 
tive encyclopedia of Public Service tion's Capital, highlighting im- 
$230 law and Regulation. A life-time portant happenings, trends and 
Digest,; kept up-to-date by annval policies. Reading time: 20 $12.50 Tl 
supplements. minutes. Qvarterly le 
FEDERAL UTILITY REGULATION ANNOTATED q 
SEC Current Services FPC 1° 
A brief and pointed digest of A brief and pointed digest of e 
the administrative rulings of the the administrative rulings ‘of 
Securities and Exchange Com- the Federt! Power Commission Vv 
mission under the Public Utility under the Federal Power Act 
Holding Company Act. Issued and the Natural Gas Act. Is- ° 
$25 Qvorterly twice each month. sved once each month. $36 Annvelly it 
— 
FEDERAL UTILITY REGULATION ANNOTATED ’ 
VOL. 1 (SEC) VOL. 2 (FPC) c 
A tation of the A complete annotation of the 
Public dl Holding Company Federal Power Act and the Na- q 
Act, with the Commission's rules tural Gas Act, with the Com- " 
and regulations, full index and mission's rules and regulations, r 
periodical upkeep supplements. full index and periodico! up- R 
Price: $12 keep supplements. Price: $15.50 
— Ir 
Ten brief questions on up-to-date 
; P.U.R. problems, answered by the commis- 
Question Sheets sions and courts. An easy way for a 
" busy man to keep informed on current 
Twenty-Six Issues Annually $10 vtility regulation. isk 











Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


WASHINGTON 4, D. C. 








/hen performance depends on a thread 





.. quality becomes 
insurance. 


The difference between a good instal- 
lation and a potential hazard usually 
depends on the fitting. It is poor econ- 
omy to furnish anything but the best, 
especially when the cost is so little. 
When you specify Capitol Couplings, 
or any Capitol fitting, you get the finest 
it is possible to make with modern 


methods and machinery. 


Capitol Couplings conform to every re- 


quirement of the American Iron & Steel 
Institute, the Association of American 
Railroads, and the American Petroleum 


Institute. 





son Batakts ¢ 


MFG. & SUPPLY CO. 
COLUMBUS, OHIO 
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“You Build for your own 


and your country’s future 


when you save...” 


BENJAMIN F. FAIRLESS 
President, U. S. Steel Corporation 






“A free economy, such as ours, is built on the savings of the people. 
And the future security of America depends on the initiative and the 
growth of every citizen. We in U. S. Steel encourage our employees 
to join the Payroll Savings Plan, and we are proud that the National 
Tube Company, one of our subsidiaries, was the first of the large 
industrial companies of the nation in 1950 to have more than 80% of 
its employees participating. Remember, you build for your own and 
your country’s future when you save.” 


Mr. Fairless is not expressing a personal 
opinion, nor is he speaking for other far- 
seeing executives when he tells you that 
our economy is built on the savings of the 
people and a man builds for his own and 
his country’s future when he saves. Actu- 
ally, Mr. Fairless is merely putting in 
words the thoughts and action of the mil- 
lions of employed men and women who 
now hold more than 50 billion dollars in 
U. S. Savings Bonds. 

$50,000,000,000! Who sold all those 
bonds to millions of people? The answer 
is, nobody sold them. 80% of the employ- 
ees of the National Tube Company .. . 


75% of the employees of Carnegie-Illinois 
Steel Company . . . thousands of employ- 
ees of other U. S. Steel subsidiaries . . . 
more than 8 million employees of other 
companies are buying U. S. Savings Bonds 
every month on the easy, automatic Pay- 
roll Savings Plan because their employers 
merely offered them an opportunity to 
save for their future. 

Wire or write U. S. Savings Bond Divi- 
sion, U. S. Treasury Department, Suite 
700, Washington Building, Washington, 
D. C. Your State Director will help you to 
install a Payroll Savings Plan or build 
employee participation. 


The U. S. Government does not pay for this advertising. The Treasury Depart- 
ment thanks, for their patriotic donation, the G. M. Basford Company and 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





| 
Tae American Aprpraisat Company 
ORIGINAL COST STUDIES ¢ VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$2 Ford, Bacon & Davis 
PED) szarions Engineers convenes 


NEW YORK @ PHILADELPHIA © CHICAGO @ LOS ANGELES 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK LOS ANGELES 














(Professional Directory Continued on Next Page) 











4 Public Utilities Fortnightly February 1, 195) Febri 





ee 


PROFESSIONAL DIRECTORY (continued) 
GILBERT ASSOCIATES, knc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reading New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 


HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control « Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States I 
































CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
> NGINEE nae 
ARBOR, MICH 
APPRAISALS—INVESTIGATIONSDEPRECIATION STUDIES— 
REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounti oa >> 
ORIGINAL COST AND CON INUING PROPERT 
DETERMINATION 











Tne W ulji an lorpor won 


yg ee 


1200 NORTH BROAD STREET PHILADELPHIA 
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PROFESSIONAL DIRECTORY (continued) 

































WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
as Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 














LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
s 57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








ect 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ees BOSTON 10, MASS. 








TAXES 


RATES 

SAFETY MID D LE We ST FINANCE 

PENSIONS INSURANCE 

BUDGETING SERVICE ADVERTISING 

PERSONNEL co ACCOUNTING 
* 


ENGINEERING SALES PROMOTION 
i STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











Pioneer Service & Engineering Co. 
its Di SPECIALISTS IN 
Ys 


ACCOUNTING, FINANCING, RATES, 
(Professional Directory Continued on Next Page) 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 


PURCHASING INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET. 
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PROFESSIONAL DIRECTORY (continued) 





SANDERSON & PORTER 


ENGINEERS & 
AND 
CONSTRUCTORS 


— 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 





























80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
FRANCIS S. FRIEL eneimeers 
Conesiiing Gaglocere HARRISBURG, PENNSYLVANIA 
Water, Sewage and industrial Waste Problems - aw aie hie — 
Airfields, Refuse Incinerators, Industrial Bulidings . Opes ve 
City Planning, Reports, Valuations, Laboratory Original Cost and Depreciation Studies 
121 SOUTH BROAD STREET PHILADELPHIA 7 Rate Analyses—Iinsurance Surveys 
BLACK & VEATCH W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS Consulting Engineers 
Bon daslgn ‘and sGperison ot ob teed end Capady Stine — ato Coe 
struction of Public Utility Properties Financial Planning 
4706 BROADWAY KANSAS CITY, MO nee ane Sree 
. . 55 Liberty Street New York 5 
EARL L. CARTER SVEN B. HANSELL 
Consulting Engineer CONSULTING ACTUARY 
REGISTERED IN INDIANA, NEW YORK, OHIO, PENSION PLANS 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and DEPRECIATION 
Original Cost Studies. For Rate Cases and Income Tax 
910 Electric Building Indianapolis, Ind. 421 Chotest Ost ener 
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PROFESSIONAL DIRECTORY (concluded) 
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HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. ZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 


Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 











A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Cricaco 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 


50 Broadway, New York 4, N. Y. 
Tel. Digby 4-1910 











LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 





. 
] 

; so ; we 
Product Development & Research 


United States Testing Company, Inc. 


Hoboken, N. J 











Organization and Procedural Studies 


ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street © New York 5, N. Y. 
BOwling Green 9-5165 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 











LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatis St., Cricaco 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Buildin 
Washiagton 4, D. rf 
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NEW! EASIER HANDLING Now, even 
sharper turning—with cross-steering, 
wide front tread, short wheelbase. 
More comfortable steering wheel angle 
and easier-operating new worm-and- 
roller steering gears! 


NEW! GREATER POWER Eight great 
engines! Horsepower increases as high 
as 20%. The right power for your 
hauling job— and top economy, too! 


NEW! INTERIORS Striking new, massive 
appearance! Lower hood line for better 

Vv isibility. Two-tone cab interiors. New 
clear-vision instrument 

/. Sit the / panel. New seat comfort. 


NEW! EXTRA-QUIET BRAKES The first 
molded, tapered Cyclebond brake lin- 
ing on trucks! Extra-smooth, extra- 
quiet, positive action. Extra-long life. 
Standard equipment on models of 
11% tons and up. 


MORE THAN 50 BRAND-NEW 
IMPROVEMENTS . . . INCLUDING 


NEW! SMOOTHER RIDE 

NEW! EASIER LOADING 

NEW! EASIER BAD-WEATHER STARTING 
NEW! GREATER ELECTRICAL CAPACITY 
NEW! EASIER-TO-READ INSTRUMENTS 
NEW! BETTER VISIBILITY IN BAD WEATHER 
NEW! MORE EFFICIENT FUEL PUMP 


ANOTHER DODGE EXCLUSIVE! 
Smoother performance, easier handling and 
longer life with gyrol Fluid Drive. Available on 
Ya-, Y4-, and 1-ton models. 


‘ DODGE: “abs ‘TRUCKS ON DISPLAY AT YOUR DEALER'S 
SATURDAY, FEBRUARY 10th. 
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